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Banana skins line 
the path to 1992 
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World News 


Storm brings 

economic 

disaster to 
Nicaragua 

Nicaragua facey an economic 
disaster after a tropical storm 
brought death and destruction 
over the weekend. President 
Daniel Ortega said at least SO 
people had died and 300,000 
forced from their homes. 

The storm, which he called 
the m ost destructive natural 
disaster in Nicaragua’s history. 


rained crops and produced 
flash floods throughout the 
country including the capital, 
Managua. Page 3 

Arafat In talks 

PLO chair man Yassir Arafat 
he l d a series of surprise meet- 
ings with the leaders of Jor- - 
dan, Egypt and Iraq in pursuit 
qf a united Arab stand nn Mid- 
die East peacetalks. Page 28; 
L eb anon dash. Page 4 

Reagan fund claim 

A US congressional subcom- 
mittee is investigating charges 
that former Philippine Presi- 
dent Ferdinand Marcos made 

nieg al- r a iw p a ig i yBnwtriliiiHnww 

to- P resident - Reman; New- 


Cocaine killings /. 

At least 100 people, including 
six found brutally slain on Sat- 
urday, have been kilted this 
year in a war between rival 
Colombian cocaine rin g * 
police sabL. 

Iran poRtiGal parties 

Iran said that it was easing • .• 
restrictions on political parties. 
This may strengthen the hand 
of the pragmatists in the lra- 
hian Government R&ge 4 

Hostagm arms fink 

Italian police were last night ' 
questumiog.a Lebanese woman 
arrested at Milan airport who 
was found to be canrying three 

phn tngmphu nf Awqrfeop hnft . , 
tegBS Whri 'a t»* tigfny • 

Lebanon. Page 2. : . . 

CtutelwyaKfirs 

Chile's Air Forceisrenewing 
ite fleet by b uying 12 Israeli: 

^^ Ta , ~Rgl 'tw.hnrnhBTB gnrmpw^ 

rable with the latest version 
of the French Mirage 2000s. 
Paged . . 

Soviet shuttle 

Prepara ti ons for.the first 
launch of a Soviet reusable 
spacecraft axe at a final stage, 
the official news agency Tass 
said, suggesting that the 
launch of the shuttle could 
be imminent ESA-Soviet talks. 
Pages 

Seoul dem onst ration 

Hundreds of chanting demon- 
strators scuffled with riot : 

police in Seoul during the first 
big anttgovemment rally since 
the end of the Seoul Olympics, 
dining which Government and 
opposition called a rare politi- 
cal truce. 

Mafia Mfing 

The chief surgeon at a ‘ 
southern Kalian hospital died - 
affa»r being shot at point-blank 
range in what police said was 
probably a Mafia attack. More 
than 100 people have died in 
a Mafia war in Calabria so far 
this year. 

Yugoslav unity p ten 

Yugoslavia's Communist Party 
announced plans to step up 
preparations for econ om ic and 
constitutional refor m, ar id - 
eased security measures in 
the republic of Montenegro. 

Soviet poll plan 

The Soviet people will be . 

allowed to vote in muto-candl- ' 
date elections, with c andi da t es 
allowed to finance.public cam- 
paigns, according to the pro- 
posed electoral reform pub- ;/ 
lished in Moscow. Page S 

Chile reshuffle . 

Chile's General Augusta Phx- 
ocbet changed nine Minist e r s, 
half his 18-member Cabinet, - 
and insisted that h e wou ld not 
a cceler ate Chile's return to 
democracy. 

Sri Lanka dashes 

At least 24 projde, indudtag 
10 Indian soldiers, were kulteL 
in Sri Lanka in rebel attacks 
and ethnic violence, police and 
army sources said. 

Temptatfon'fire 

Ten people were injured when 
fire struck a Paris cinema 
showing the controveraal film 
The Last Temptation of Christ. 
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Tighter curbs 
on insider 
deals passed 
by Congress 

US LEGISLATION to increase 
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Jhe d tait sfro ga the ( too con- 
aroints on European Monetary _ 
$y$£emexcftmse rates, i The 
upper grid* "based on the weak- 
est currency iritlie system, '.'V— 
defines the crossrates from 
wtnch no currency (except die 
tint) map move by more than 
2 U per cent.- The tower chart 
gives each currency's div erge n ce 
from Ote "central rate? against 
the European Currency Unit 
(Ecu), itself derived fram n bas- 
ket of European currencies. 
Currencies, Page 42 . . 

NIKKEI INDEX fell 62A5 to 
27,338^7 in half-day trading 
on Saturday, after a three-day 
straight gain. World Stock 
Markets, Page 43 

BOC <5roup, UK industrial - 
gases and healthcare comp an y, 
is to declare the total annual 
dividends it expects to pay to 
shareholders at the start of 
each financial year. BOC says 
it is one of the first companies 
to Implement an«h a 
Page?.-:.- 

GOLDSTAR, South Korean 
electronics company, is to try 
to avoid further accusations 
of dumping by investing 
almosttSOm in production 
plant m Britain and West Ger- 

many. Page 2 

SOUTH KQBEA: Tim Of the 


areto. invest $&3tm in prqfeds 
ranging from semiconductor 
manufacture to ahxmiiihim 
producti o n. Page 2 . 

FRANCS agreed to cut its tap 
rate af value added tax (VAT) 
from 3833 per cent to 28 per 
cent in a deal aimed at win- 
ning the passive support of 
centrist members of parlia- 
ment for its budget Page 3 

BRAZIL is this week bracing 
itself for a new package of an&r 

^Ibe^^Swbackfromtiie 

^fcrfawlnn^nniffy igpin. 
sion. Page'2 ■. 

1CN Huum aceutieals, Caff- 
oraia drugs company wiikdL 
has been battling tocoaivince 
US authority that its ^won- 
der" drug ribavirin can. treat 
AIDS, coodd face criminal pros- 
ecution if a current gtaml jury 
inquiry decides it may have 
tried to market the drag ille- 
gally. Page so . - ; - 

MArr.RAN HUNTER, Can*. 

ifinn p qhliclinig anrt wmwm m i. 

cations group, is seeking to 
bay Selkirk Communications, 
broadcasting and cable con- 
cern, foe C$45. a share or - 
C$540m (DS3449.<fan). Page 3D 
DIGITAL EQUIPMENT, second 
largest US computer company, 
is farther extending its lower- 
end product range by entering 
the rapidly expanding market , 
for personal computer (PC) 
networks. Page 30 


Soviet scientists seek new technology deals with US 


By Louie* Kohou in San Fransdsco and DavM Thomas in London 


terms for insider trading 
offences has been approved 
by Congress. It also provides - 
for bounty payments to inform- 
era and exposes Wall Street 
firms to greater liability in 
insider trading cases. Itage 2 

ROYAL BANK of Scotland, 
Scotland’s largest hawk. 
int ends to take part in a £lbn 
($L76bn) loan facility to 

firumflp tht> t wafflp h ffl hy 
EMers DEL of Australia for' 
Scottish & Newcastle Brew- . 
cries, Scotland's largest indus- 
trial company. The move was 
seen by some as a stab in the 
back for S&N. Page 30 

EUROPEAN Monetary System: 
The French franc remained .; 
undo* pressure against the 
D-Mark last week, despite a 
rise in the French four-week 
sale and repurchase rate. The 
D-Mark rose to its highest level 
ever against the franc, but 
there was no intervention by 
the Bank of France. 

The French nntfr remained 
the weakest member of the 
system, and on Friday, reached 
62 per cent of its allowed diver- 
gence spread, against 52 per 
cent the week before. 


October 21.1988 
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THE SOVIET Union has 
launched a three-pronged ini- 
tiative through, a number of 
US-based, .companies to 
increase co mpu t er trade and 
technology transfer with the 
IS, The project includes moves 
in g e lds where trade Is at pres- 
ent restricted on military 
grounds. 

In particular, Soviet scien- 
tists .who claim to have 
-designed an advanced 33-bit 

^microprocessor, a -key compo- 
nent in most modem comput- 
ing. are seeking a US company 
to help them manufacture the 

: ffrrip .fa largo q wawWtaa 

Soviet representatives say 
they wffl switch their search to 
Western Europe if they fen to 
find a US partner for the 32-btt 
chip. They are already pursu- 
ing joint ventures with Euro- 


pean companies, inrindfag dis- 
cussing a joint computer 
1 manufacturing operation In 
the Soviet Union with IGL, the 
largest UK computer maker. 

The Soviets have set three 
goals for high technology trade 
with the US, according to Mr 
Jerry Duffey, a consultant at 
Management Partnership Inter- 
national (MPI), a Chicago- 
based organisation represent- 
ing Soviet business interests in 
the US: 

• The sale of Soviet software 
in the west; 

• Manufacturing personal 
computers; and 

• The S2-bit mi c roprocessor 
project 

"We hope to market Soviet 
software in the West” said Mr 
Duffey. “We have very good 
programs that we aim to pack- 


age as products that can be 
marketed here.* 

The Soviets have advanced 
mat h emati cs software fix- pure 
and applied calculations as 
well as artificial Intelligence 
and expert Systran programs, 
according to Ur Duffey. These 
could have applications in 
industrial design and research. 

- “The Russians can compete 
on price because their pro- 
grammers are paid very little," 
said Mr David Thomsen of Cal- 
iforia Microelectronic Systems, 
another company which has 
developed dose ties with the 
Soviet Union. ‘ 

Borland and Mlcropro, two 
leading US software compa- 
nies, have acknowledged an 
interest in doing business with 
the Soviet Union, which "tight 
involve selling their F r rv * w *"te ■ 


talks break up 
failure to agree 
iction restraints 


By Stavon Butler in Madrid 

A MEETING of the eight most 
important members of the 
Organisation of Petroleum 

BnwrHruf fl pmrtrtoa broke up 

without a gramwnt Hik week- 
end despite ffhrirna of & QCW 
initiative towards a production 

ftharfwg pirt 

Traders observing the meet- 
ing of Opec's strategy and 
price committees in Madrid 
believed the failure would dis- 
appoint oil markets. Prices 
have riam on exp ectatio ns that 
the cartel would be able to 
move quickly to restrain a 
surge of oil prodaction. 

Muchof tms has crane from 
the Gulf Arab States. Saudi 
AraMa. partfamlariy, appears to 
have been flooding the markets 
with ofl in -an attempt to force 
Iran' and Iraq to teach a' pro- 
duction agreement. Assigning 
a quote to Iraq -is: generally 
Seen aS a key first step towards 
restorin g dtacf pBne in the 18- 
member group. 

Iran's repeated xeftiAa^to 
agree Iraq s 'demand: for an. 
increaied prodUcttofl quota 
equal to that if its old e nemy 
has resulted in a refusal by 
Iraq to take part-in the predno- - 

dwrhig agnontatS Of fbe 

past two years. 

Mr Gholamresa Aqazadeh, 
the Iranian oQ minister. said in 
Madrid after the merting yes- 
terday that he had {aoposed a 
new formula to end ute dis- 
pute. He- suggested the two 
countries should each be given 
the «ww« wrfHng on their oil 
exports rather than on total 
production. 


. Bat, in spite of strong pres- . 
wyyR from cuter Opcc member* 
for Iraq to rejoin the cartel, 
agreement, Iran and Iraq 
t prmrfTw»d divided. ‘ 

. The Iranian proposal giving 
parity of exports would allow 
frag a significant increase 'in - 
its production quota, which 
previously stood at LSm bar- 
rels per day, but it would 
result in a lower quote, level, 
than Iran’s 237m b/d. This is' 
because Iran’s domestic con- 
sumption is much higher. 

Iraq has been increasing pno- 
itprilnn rapidly nwmtly and is . 
now producing 2.7m b/d. As a 
result at ptpdfine construction 
it will soon be able to produce 
an b/d and perhaps as ninrh as 
3^m b/d next year. 

This has beat a major fector . 
■ In depressing- the market aVwg 
witit'the 'excess production. by . 
normally moderate Gtflf states - 
led by Saudi Arabia. ‘ 

- Dr Suiroto, the Opeoseeg^- 

dfecittMd With home govern- 
ments prior to another joint 
meeting of flie eight ministers 

from Algeria; - Indonesia, 

Kuwait, Nigeria, Saudi Arabia, 
Venezuela as wdl .as Iran and 
Iraq - on November 17 in 
Vienna. 

He mM “concrete and impor- 
tant p rogress* bad been made 
in the three-day taDte. 

A frill meeting of Opec’s 13 
ofl ministers is set for Novem- 
ber 2L Saudi Arahia and its 

Gulf Arab allies had earlier 
proposed that Iraq should be 


allocated a production quota 
ff pmi to that of ban, g ™» Hmt 
all Opec members wouM enjoy 
proportionate quota increases 
as the production epnirig 

: Mr Bdkacem Naid, the Alge- 
rian oil minister, said the meet- 
ing .represented an important 
step forward because Iran and 
Iraq had in effect begun a pro- 
cess of negotiation, and he was 
optimistic 6wt an agreement 
might be reached in November. 
He said: “Both countries, Iran 
and Iraq, are willing to achieve 
something in November 
because they need the money.” 

Mr Abdul Raheem AtChal- 
abi, the Iraqi minister, was 
reported not to have re je cted 
tlii* Iranian dtodog&I 
hut 8aid.be would- have to con- 1 
suit ooi this and. other propos- 
als with, the* Baghdad govern- 
ment. .Ofl. prices have fallen to : 
progressively lower levels 
throughout the year, with 
North Sea Brent erode- plung- 
ing to-about gn-doifiaxs a bar- 
rel in Sqptranber after Saudi 
Arabia responded to growing 
Indiscipline ' . 

Neighbouring. Kuwait and 
the United Arab Emirates, 
notorious for its overproduc- 
tion, have also been exc eeding 
thrir quotas by a large margin. 
These three st a tes are produc- 
ing some 2m b/d in excess of 
their official quotas. This is . 
dose to the amount by which 
many observers believe the 
cartel win have to reduce out- 
put If it wants prices to rise. 

»irii iMfllrimt ww tab ri, Pa p 
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Italians vie for FTN support 
to start Europe-wide channel 


By Alan Friedman in Milan and Raymond Snoddy In London 


BRITAIN’S Independent 
■ Television News (TTN) now 
holds the key to the future of 
Super Channel, the joss-mak- 
ing satellite channel, despite 
its having no cfirect invest- 
ment. 

Two suitors, Mr Richard 
Branson, the UK entertain- 
ment industry en trepr en eur, 
and Videomusic, the Italian 
rock musk: television station,' 
are each trying to persuade 
TIN to take partin relaunching 
the project 

V A delegation from Beiatelevir 
.skm, the Tuscany-based com- 
pany which controls Videpmn- 
sfc, will be in London today for 
talks at ITN. The company 
wants to create a news and 
music channel for Europe, - 
while Mr Branson wants to 
launch Europe’s first satellite 
television news channel. 

It will argue that, because of 
Investment links in Italy and . 
France with companies such as 
Soctete G€n£rale de Comm uni- . 
cation, CBS France and Tete^ 


Monte Carlo, the priv ate televi- 
sion station, Videomusic can 
offer ETN a better outlet. 

In the- early hours of Satur- 
day morning Videomusic 
reached agreement to buy the 
55 per cent , stake in Super 
Channel stffl held by Britain's', 
founding Independent Televi- 1 
skm companies for £1 and the 
-taking -on • of about £5m 
(/8.75m) in net fiabfiities. 

But, undra- Super Channel's 
articles of association, Mr- 
Branson, as a major share- 
holder, has the right to match' 
Videamusic’s offer within eight 
tgn rfc i iig days. This he intends 
to do through one of his pri- 
vate companies this week as 
long as he can persuade ITN to 
be his main supplie r of televi- 
sion news. 

Mr Branson, who already 
holds a 45 per cent stake in the 
channel, hopes to relaunch. 
Straw Channel on November 1. 

. Super Channel has run up a 
gross cumulative deficit of 
nearly. £S0m since Its offi c ial 


THE MOHDAY IlfrBZtVlBW 

As secretary-general 
of Burina's National 
League for.Damoo- 
racy r AungSan Suu 
Kyi is one of the 
brighter hopes for the 
country’s post-dictator- 
ship era When It even- 
tually dawns 
Pags4* 
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launch 21 months ago and is 
still trying about rtm a month. 

Mr Branson believes that a 
European television news 
channel to ghaiipng ** Mr Ted 
Turner's Cable News Network 
could .be financially viable in 
the way that an English-lan- 
guage general entertainment 
channel would not. 

XTN .betteveathe plan would 
work only if one of the US net- 
work . companies .is also, 
brought onboard. Mr Branson 
has already contacted all three 
networks, ABC. NBC and CBS. 

The man behind the Video- 
music hid, Mr Gudfo Marcuoci, 
is the patriarch of an 
extremely wealthy family from 
the Tuscad cit y of Luc ca . The 
Marcucci family holdings 
range from pharmawnntfrala tO 
hotels and pulp and paper. 
Last week a member of the 
Marcucci femfiy had talks in 
London - with Mr Branson and 
offered a co-ownership deal for 
Super Channel, but this was 
rejected. 
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there. 

However, some Western 

experts are sceptical about 
Soviet claims for their soft- 
ware. “n» Soviet involvement 
ill international conferences (in 
the field .of advanced mathe- 
matics software) been 
extremely- limited," .said Dr 
John. McCarthy, an artificial 
hiteTUgence exprat at Stanford 
University. 

The Soviets are s e ttl ing up 
joint ventures to manufacture 
personal computes in Moscow - 
and Leningrad through Calif- 
ornia Microelectronic Systems. 

The first, planned for 
Moscow, is between a Russian 
company called FTompnt, amt 
Televideo Systems of Calif- 
ornia. Initially, according to Mr 
Thomsen, the Russians will 
assemble and test personal 

Dukakis 

launches 

last-ditch 

attack 

By Stewart Fleming 

in Washington 

GOVERNOR Michael Dukakis, 
toe Democratic- candidate for 
the US presidential election, 
lira launched a last-ditch 
attack on Vice-President 1 
George Bush, accusing the 
Republican front-runner of 
rainy "fear smear" tactics 
mwi fjpg as part of his cam- - 
paign for the presidency. 

With national opinion polls 
showing the Republican ticket 
op to 10 points ahead but 
many voters still undecided 
about which way they will 
vote on November 81 Mr Duka- 
kis has begun to air new flve- 
wi l i m te television i -ww n m riflh 
which charge Mr Bush with 
di st o r ti n g ms policy jwWww 
on defence Issues. He win also 
appear in a 90-minute televi- 
sion Interview tomorrow. 

■ Yesterday, Senator Lloyd 
Bentsen of Texas, Mr Dnka- 
kis’s running mate, joined in 
the attack. - Asked whether 
Republican campaig n adver- 
tisements about -a black 
murderer who committed 
anotoerlatoal crime whfla oat 
an leave from a Massachusetts 
prison represented a racist 
appeal to the electorate, be 
said: “When you add it 19 I 
think there is [a racist over- 
tone] and that is unfortunate.” 

Senator Robert Dole, a 
Republican, was in te rvie wed 
on the same television pro- 
gramme and said: “I can 
defend George Bash, bid I am 
not certain I can defend every 
advertisement.* 

Most political analysts 
believe Mr Dukakis should 
have been responding weeks 


computer “kits,” although 
eventually they aim to under- 
take foil manufacturing: 

A second joint venture with 
another California computer 
company is under negotiation, 
Mr Thomsen 

“We are doing everything 
strictly according to the book,* 
said Mr Thomsen, who noted 
that the US Commerce Depart- 
ment had recently relaxed 
export restrictions on comput- 
ers sold to the USSR to include 
systems with a performance 
level up to that of a 16-bit per- 
sonal computer, which would 
include clones of IBM PC AT 

maphhuK 

By for tise most ambitious 
Soviet plan is to set up a joint 
venture with a US semiconduc- 
tor company through which 
the Soviets aim to obtain 


advanced 32-bit microproces- 
sors. 

Mr Duffey says the Soviets 
have designed a 32-bit micro- 
processor that is “different and 
more advanced than anything 
available in the West,” but do 
not have the semiconductor 
manufacturing technology 
nwriiri to modnee it. 

The Soviet microprocessor, 
called Kronas, is understood to 
be a Reduced Instruction Set 
Computer (RISC) chip, which 
implements high level com- 
puter language instructions, 
and to have been designed at 
the Soviet science centre of 
Novosibirsk. 

Prof Vadim Kotov, deputy 
director of toe computing cen- 
tre at Novisfinrsk and a mem- 
ber of a recent Soviet trade del- 
egation to the US, said he 
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Demonstrators gather outside the sports arena in Vibrios on 
Saturday shortly before the founding congress of the Lithuanian 
Movement for Perestroika 

Lithuanian leaders 
plead for patience 

By Quentin Peel in Vilnius, Lithuania 


THE SOVIET repubnic of 
Lithuania’s two most impor- 
tant people the newly- 
elected. Communist Party' 
leader and the Roman Catholic 
Cardinal — urged patience yes- 
terday- on - their, country's 
rphopa pstionsTfet movement. 

Their pleas came as an 
extraordinary two-day con- 
gress to found the movement 
saw sweeping demands for 
political change and - calls for a 
referendum on whether to 
remain part of the Soviet 
Union. 

The congress was marked by 
a candlelit rally of more than 
200,000 singing and cheering 
T.l thus mains , and a Roman 
Cath o hc mass on the steps of 
Vilnius Cathedral, which was 
handed back to the Church in 
a dramatic gesture by the 


Soviet authorities on Saturday. 
The cathedral had been rioted 
since 1950. 

The two-day event to estab- 
lish SajudiS, the uthnanjan 
movement for perestroika, was 
televised live amid an orgy of 
public debate and some bitter 
criticism of past Communist 
rule. Estonia and Latvia, the 
other Baltic states, have estab- 
lished similar movements. 

. Mr Algirdas Brazauskas, the 
new party leader, was given a 
rousing reception, even when 
he begged for patience at the 
end of the congress debate. T 
ask you to consider these mat- 
ters in a rational, businesslike 
fashion.” be said. 

Some speeches from the ros- 
trum had saddened him, he 
added, asking: “Can we solve 
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Congress approves tighter 
curbs on insider trading 


in Washington 


THE US Congress has 
approved sew Legislation 
which Dor tougher pond- 
ttefi tor Udder trading on WaH 
Street 

It was approved early on 
Sunday morning as legisla t o r s 
rushed to give final approval to 
several bills so that the 100th 
Congress could go Into news 
and members iq» for re-election 
could go back to their soBstfto- 
endes to c wnp a lgB . 

The lngiriatfam, which rein- 
forces existing law. Is Con- 
gress's first response to the 
insider trading scan d als of the 
past few years, such as the 
Ivan Bossky affair, It shandy 
incresses monetary penalties 


and jail terms for insider trad- 
ing offences, providing for 
bounty pa ym ents to tnfan-w—w 
and exposing Wall Street firms 
to greater liability in insider 
trading cases. 

Insider trading occurs when 
company executives or individ* 
cals with privileged acoess to 
confidential information about 
a company use it to make £Qo- 
gal profits by trading shares in 
the stock market. However, the 
bffl does not precisely define 
insider trading, on the grounds 
that to do so would make it 
easier for traders to exploit 
technical loo p h o les to escape 
punishment. 

Among tha main nl a flm y l ft ig 


a provision that individuals 
may be jailed for 10 years for 
waf-h notation and fi ned a max- 
imum of Sim (£570,000), while 
WaH Street firms become liable 
for trip le the amount of illegal 
profits in civil cases brought 
by the Securities and Btchange 

fVwiimbadnai- 

The Government may 
reward informers by giving 
them up to 10 per cent of the 
firm or settlement in an insider 
twuBny case. The Ml pro- 
vides that the Securitise and 
Exchange Commission shall 
have the right to co-operate 
with a foreign country investi- 
gating securities famil by a for- 
eigner in the US. 
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hostage link 

ByM«RWB»i *n M«an 

ITALIAN police were last 
night questioning a L eb ane s e 
arrested at Uftn *h> 
port who was forad to be 
rying three photographs of 
American ho stag es who are 
being held in Lebanon. 

He jHhw* B ffwMwi F t «* Mn " fc 

was arrested last Thursday 
afternoon as she steppe d off a 
Middle East AftHnas (MBA) 
flight from Beirut and was 
found to be to possession of 50 
grams of heroin, IUM in 
S an ta-felt cash mid febnU 

wb n Ii Mi Twaha rf PwfcMtf Ahtt 

Steal, mi American hostage 
whc^fobe^Jbaid by Bet* 

She also had a rinHwi u F* 
of Mr Tory Antfirwmk tS 
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Fajumdreoa warns 
over sm^e mnEct 

DB ANDKKAS PAPAlffiHEGfl, 
Gw — M - 1 - 

tec, whs ntanmdlnme at the 
wnihmrt ta m waflwirhtraiad 
party wrirnwit after a two 
month at s fw o e fa Lmafea for 
heart snrcncy* has said his 
fiat p h tt y Is is boost eco- 
nmsfc csmpi SIt i vmiwi s —tait 
Use I wgart of the 3MI Eaao- 
paaa internal atarlrW, writes 
Aadrftna Ittcwdsaowon in 
Alhms. 

COngfovotiely abOBitt tan 


Ten— itrr rare wife Margaret 
whom he has said ha wfll 

dtveroe. 
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Nobrega prepares 
austerity measures 

By hro Dawnay in Rio do Janeiro 


BraMTi is bracing itsdf tirit 
week for a new package of aus- 
terity measures which will be 
-aimed to haul the country front 
the brink of an infhtthmary 
explosion. 

Yesterday Mr Malison da 
Nobrega, the Finance Minister, 
was putting the Anal touches 
to the measures for presenta- 
tion today to President Jo si 
Samey, on tbs tatter's return 
from a lOday tour at France, 
the Soviet thuon and PortugaL 

If the package jh redected rar 
heavily altered by ministers, 
Mr da Notoega is expected to 
have Mttte attemattvuto radg* 

The plan, which is expected 
to imdudte a new fiscal "shock* 
- and the framework for a 
social pact by government, 
employers and workers — is 
almost certain to provoke 
fierce opposition. 

Mr da Ntfcp found htmaaif 
on a coQMcm course last week 
with Mr AureHano Chaves, tbs 
powerful Mines and Energy 
Minister and a dose ally of the 
president who on Friday 
ordered a pay rise for his dvil 
servants in direct defiance of 

ffrp flnann* mln l ator . 

An estimated 80 per cent of 
all federal civil servants, in 17 
ministries, are now on Indefi- 
nite strike for wage improve- 
ments. Stoppages have also hit 
public companies and the 
state-owned Banco -do Brasil, 
bringing the tidal cm strike to 
more than SOOjXXk 

The crisis has provoked wild 
speculation that a govern ment 
collapse is Imminent, with sev- 
eral leading politicians advo- 
cating political options ranging 

fWwn maaa rahhwt resignations 


to the fl flm & th m of an emer- 
gency ♦wtfoftgi unity adminis- 
tration. Neither of these 
appears likely, however. . 

Leaks from BrasQfe suggest 
that efforts to slow price rises 
- now forecast at about 29 per 
cent for this mmrth — must 
involve real reductions In sala- 
ries. Without tough measures, 
economists fear that November 
infl a tion could leap above SS 
per cent - tha equivalent to 
2,900 per cent a year. 

Anxiety over tbs inflationary 
surge has all but paralysed 
financial markets over th* la** 
10 days as savors have deserted 
cruzado-denominated assets in 
favour of dollars, gold and real 


The trend Was accelerated by 
a Central Bank a t temp t to woo 
bed; investo rs with a leap fo 
overnight Interest iwag sum 
80 per cent to £0 per cent 

The move, later revoked, 
came after the expansion of the 
mon e ta ry base exceeded 25 per 
cent in just 12 days. 

Mr da Nobrega is now expec- 
ted to recommend a similarly 
sharp increase in interest 
rates, tough new expenditure 
cuts end the inflation-indexa- 
tion of taxes; public sector tar- 
ifb and wages. In order to 
reduce inflation, the govern- 
ment, in conjunction with 
employers and workers, will 
impose a prefixed celling on 
wage and price rises at the 
beginning of each mouth, on 
which indexed.increases will 
be based. 

It is also expected to raise 
food imports substantially to 
put pressure on local farm 
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Paris to reduce 
top VAT rate 
in budget deal 


By Gflorgs Oraham in Paris 

the FRENCH Government 
has agreed to cut ita top rate of 
TOtae added tax (VAT) from 
33.33 per cent to 28 per cent in - 
a deal ai me d at winning the 
passive support of centrist 
m em b e r s or Parliament for its 
budget 

In return for the VAT cut 
and a reduction in the top rate 
of professional tax from S per 
cent to 4J5 per cent, centrist 
m e mber s- abstained in a ernetat 
vote on Saturday, allowing the 
income side of the budget, 
including the Controversial 
wealth tax; to 

The Government also con- 
ceded a reduction in the hous- 
ing tax tor low-income fawiniaa, 
thereby ensuring the absten- 
tion of the Communist mem- 
bers of parliament and winning 
the budget vote by 274 to 
229. 

The Socialists and other cen- 
tre-left supporters of Mr M^rhpj 
Rocard, the Prime Minister, 
failed to win an outright major- 
ity in June's legislative elec- 
tions. The annulment on Fri- 
day by the Consitntional 
Council of the election of Mr 
Job Disrupt,- Socialist member 
for Meurthe-et-Moselle, has 
pared the margin even thinner, 
so increasing the weight of the 
27 Communist and 41 UDC 
members. 

Mr Pierre Mehaignezie, 


Warsaw ready to ‘sit-out’ 
Solidarity strikes 

By Christopher BobinsU in Warsaw 


AS Solidarity and the PoHsfc 
authorities continue to wran- 
gle over preparations for 
“round table” on the country's 
filture. a Polish minister hag 
signalled deter minatio n to tHa 
out any strikes. . 

“We shouldn't react (to 
strikes) in a nervous way” said 
Mr Mreczyslaw WHczek, indus- 
try minister, at a conference of 
worker activists, called to dem- 
onstrate support far the leader- 
ship. 

Mr Jerzy Urban, the official 
spokesman, has said that Mr 
Lech Walesa, the Solidarity 
leader, had refused an invita- 
tion far preliminary talk* with 
Gen Czeslaw- Elsnaak- the 
interior minister , about the 
round table.’ The talk* are 
expected to ^start.at a .fanner 


stately home outside Warsaw 
towards the end of this week. 

Mr Urban appealed to Soli- 
darity to co-operate in the 
preparation, as nniAw spokes- 
men voiced tears that the 
authorities were seeking to 
delay the talk* and avoid fac- 
ing the movement's central 
demand for re-legalisation on 
the shop Roar. 

Issues dividing the two tides 
include government com- 
plaints about the 
of the Solidarity line up^ proce- 
dural questions, and the fact 
that the authorities propose to 
field a second-rate negotiating 
team, raising tears that the 
results of the taika may be 
ignored by the Communist 
Party leaderships.^ £ 


Radical Swedish plan 


By Robert Taylor in Stockholm 


SWEDEN’S Social Democrats 
are to introduce radical mea- 
sures designed to make the 
market economy work more 
effectively by stimulating com- 
petition, tax cuts and encour- 
agement erf personal saving. 

An outline of forthcoming 
proposals was given in yester- 
day's Svenska Dagbladet news- 
paper, by the finance Minister, 
Mr Kjell Olof FeldL 

It amounts to a new change 
of direction for the Swedish 


economy. Key elements 
include! - 

• Reform of the complex 
tax system with t he promise of 
substantial cuts, in marginal 
mbs of taxation. 

• The break-up of bottle- 
necks in tiie labour mnrkBt 
through tiie encou rag ement of 
pensione r s to come back to 
woak and greater opportunities 
far foreign workers 

• Tax incentives for small 
companies 
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OVERSEAS NEWS 


leade r of the centrist UDC 
group and Minister of Housing 
In the last right-wing Govern- 
ment. yesterday described Ms 
members’ abstention as “the 
expressi on of a new form of 

constructive opposition.” 

The French top VAT rate of 
33.33 per cent, applying to lux- 
ury items such tobacco, biff 
equipment, furs, caviar H 
perfumes, is oncof thehighest 
m the European Community. 
The right-wing Government of 
Mr Jacques Chirac bad already 
lowered the rate to 20 per cent 
fbrears. 

The Government hw also 
already agreed in this year's 
budget to reduce the 7 per cent 
VAT band, including books 
and public transport, to the 
lowest rate of per cent, and 
tacos the prospect of farther 
cuts if it is to meet the Euro- 
pean Commission’s proposals 
to harm onise VAT in the Com- 
munity at 14 to 20 per cent far 
the normal rate and 4 to 9 per i 
cent for the reduced rate. 

Mr Rocard, however, has 
criticised the . Co mmission 's 
proposals, and has in the past 
few weeks dashed openly with 
Co mm issi o n president Jacques 
Delors over the implementa- 
tion of VAT harmon- 
isation. 

Europe's federal imperative. 
Page 24 


Soviet poll 
law to allow 
more choice 

By: James Bite 

THE "SOVIET people will be 
allowed to vote in multi-candi- 
date elections, with candidates 
allowed to finance pubUc cam- 
paign*. under a proposed elec- 
toral reform. 

fast the changes do not 
acknowledge the right of dif- 
ferent political parties to stand 
Cor election , although several 

non-political groups will be 
permitted to compete a gnfaffr 
the Communist Party for i*>a t» 
in the newly-formed Cannes 
! of People’s Deputies. 

The reform was proposed by 
| Mr Mikhail Gorbachev at last 
Jnne's extraordinary party 
c wte ore. tpd, officials have 
been working on the amend- 
ments since. These will be 
. debated in the Soviet press 
before being voted on by the 
Supreme Soviet next month. 

Some Western observers 
believe foe amendments will 
alter foe Soviet political sys- 
tem radically and reduce many 
of the C ommuni st Party's pow- 
ers inan attempt to mnfca gov- 
ernment more n«*w m^ Klft 

Under the draft law, the new 
Congress will meet once a year 
and deet foe President and t he 
Supreme Soviet legislature. 
The latter's power will be 
strengthened by 

the ability to elect officials 
and carry out a number of 
cheeks mi the party e x ecut i ve. 


Storm brings economic disaster to Nicaragua 


By Tim Coona in San Salvador 


NICARAGUA faces an 
economic disaster after Hurri- 
cane Joan brought death and 
destruction over the weekend. 
President Daniel Ortega said at 
least SO people had died awl 
300,000 forced from . their 
homes. 

The storm, which be called 
the most destructive natural 
disaster in Nicaragua's history* 
destroyed thousands of homes, 
mined crops and produced 
□ash floods throughout the 

country, Including the capital 

Managua. 

Blowing at hurricane fa r ce 
when it hit the country’s 
Caribbean coast at Btaefields 
at dawn on Saturday, it dam- 
aged or destroyed an estimated 
90 per cent of the homes in the 


town of some 30,000 people. 

By the time the bad weather 
crossed the central highlands 
and reached the wpfaT Mana- 
gua, on the Pacific aide of the 
country early on Sunday morn- 
ing, its Hpqjg na tiftn: bad hwn 
downgraded to that of tropical 
storm. Torrential rains are 
thought to have produced the 
most devastation, washing 
away roads, flooding farm Jana 
and in undat in g or sweeping 
away farmlands of home*. An 
estimated is inches of rain 
have fallen in two days. 

Accurate tamaHy dam- 
age reports are stow, doe to the 
Isolation of many areas 
directly hit far the storm, espe- 
cially cm the Caribbean coast 
where most communities can 


only be reached by boat 

There is special concern far 
tiie several thousand people on 
Com Island, about 50 off 
Blneflelds. It was reported that 
not a house is left attending on 

the jginnrt 

The Government attempted 
to evacuate 70,000 people from 
low-lying areas in Managua 
likely to be affected by flood- 
ing. However, according to peo- 
ple assisting the evacuation 
effort, many refused to leave 

their homes, not believing the 
warnings on the extent of the 
danger. 

Hurricanes rarely strike the 
south-west Caribbean and Pres- 
ident Ortega admitted on Sat- 
urday that his country could 
not deal with a disaster of this 


magiritirite. Vice-President Ser- 
gio Ramirez is to depart 
shortly for Europe in ah effort 
to raise economic support and 
aid. Mr Ortega said seven relief 
flights from Cuba were due in 
Bluefields yesterday. He 
repeated bis call for interna- 
tional help. 

The storm comes at a most 
inopportune moment for Nica- 
ragua’s war-ravaged economy 
and is likely to have ruined 
basic grain crops and badly 
damaged the vital export crops 
of cotton and coffee. 

Maize, beans, coffee and cot- 
ton production are the main- 
stays of the economy and the 
heavy damage done by the 
storm threatens to undo com- 
pletely the major efforts made 


by the Government over the 
past nine months to reorder 
the economy and to bring 
hyperinflation under control. 
Last year inflation topped 6,000 
percent 

A state of emergency for 30 
days has been declared, sus- 
pending many constitutional 
guarantees including the right 
to strike, freedom of expres- 
sion, and the right to demon- 
strate. 

The opposition is already 
cl a iming that the Government 
is using the disaster to quash 
growing discontent about its 
new market-oriented economic 
policies wbich have slashed 
real incomes of fixed wage- 
earners by more than 70 per 
cent in the courae of the year. 


Mexico sets privatisation rush 


By Richard Johns In Mexico City 


THE MEXICAN Government is 
relying on the privatisation of 
30 public sector companies, 
within Uttto more than a fort- 
night, as a way to meet its 
strict expenditure targets in 
the face of falling petroleum 
revenues. 

Senior officials say the sale 
of these state entities will raise 
700bn pesos (£174m) and so 
limit public spending cuts 
made necessary by the precipi- 
tous drop in oil prices. 


The Government aims to dis- 
pose of the assets in a brief 
period, starting tomorrow and 
ending on November X0, as 
part of its wwHrm^i austerity 
programme and the fight to 
beat inflation. 

The two big copper compa- 
nies open to bids, Cobre de 

W&rim and (Yimpafifa Minw a 

de Cana oea, are not among the 
30 entities. However, as many 
as 50 companies could be sold, 
so as to raise a far larger sum 


to compensate for the revenue 
shortfall, according to officials. 

Also, the Government has 
farther reduced its expenditure 
by 500bn pesos to take into 
account the drop in per-barrei 
oil revenues, now conserva- 
tively estimated at only $9-50 
for the Iasi quarter of 1988. The 
latest measures are in the pur- 
suit Of maintaining 1 a “pri- 
mary" hndpat surplus (exclu- 
ding interest payments) of &3 
per cent of GDP. 


Mexican communists to 
join left opposition 

By Our Mexico City Correspondent 


MEXICO’S mainstream 
Communists are set to join the 
new opposition Party of the 
Democratic Revolution (PKD), 
whose formation was 
announced last week by Mr 
Cuauhtemoc Cardenas, 
of the broad left coalition. 

BnraniiM membership of fha 
new party is to be on an indi- 
vidual basis, the Mexican 


Socialist Party to which the 
Communists adhere is expec- 
ted to dissolve itself. 

The Socialist Party's deci- 
sion to join forces formally 
with a movement that includes 
Social Democrats and IJhurala 
has been one of the most con- 
troversial and diffimit aspects 
of Mr Cdrdenas’s efforts to 
form a new party. 
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...you need Pitney Bowes fax. 


And a bright new feather in your business 
cap with a Pitney Bowes facsimile machine. 
It’s the only- way to - avoid communication 
errors and increase your business’ competitive 


Our fax sends, or receives, anything on 
paper. ..from anywhere.. .to anywhere... over 
ordinary telephone lines. Exchange of 
info r mation Is fast, accurate, dependable, and 
affordable. ... 

In seconds you see the documents, 
graphics, handwritten notes, blueprints or 
typewritten pages necessary to make the 


decisions that are right for your business. 
And you’ll never get caught with egg on your 
face!.. 

IWTOInWIHm "PPW# wljfi 

— Superior products mean cleat clean 
reproductions, sent and received in seconds. 

— Innovative financial alternatives, Including 
rental and leasing- 

—A direct sales force trained to anatyse needs 
and recommend solutions. 

— Over 50% of all calls to our National 
Diagnostic Centre are resolved over the 
telephone. 

HI PitneyBowes 

THINK OF US FIRST IN FAX 


— Nationwide service from trained engineers 
in 11 locations. 



For more information, call or write to: Rita 
Burroughs, Pitney Bowes Facsimile, Elizabeth 
Way The Pinnacles, Hariowt E ssex C1YH9 5YF. 
Tel: 027926731. 
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Iran to allow Islamic political parties 


By Our Foreign Staff 


Six Palestinians killed in 
south Lebanon fighting 


IRAN announced at Use 
weekend that it was easing 
restrictions on political parties. 
This is expected to strengthen 
the hand of the pragmatists in 
the Iranian government. 

Mr Mohammad Mohammad! 
Reyshahri, Information Minis* 
ter. said in a statement via the 
Iranian news agency that par- 
ties could operate freely as 



















long as they showed commit- 
ment to the Mamie s ys t em. 

There would be some limits 
on party activities, he added. 
Observers said the authorities 
might tolerate criticism but 
were unlikely to allow outright 
opposition. The Iraqi-backed 
Mujahedin Kh alq guerrilla 

movement JiTiil jcrr ly iBwafag pif 

the announcement as a public 


relations pkjy. 

Ayatollah Rnhollah Xbo- 
inririi abohsbed the gov- 
ernment party, the Islamic 
Republic Party, last year. This 
was seen as a Mow to the prag- 
matists lfid by Mr AS Akbar 
R afo an jani. the p ariiament aiy 
speaker. He was l^tw- mate 
armed forces chief and is in the 
ascendant, having engi neered 


fee Goif War ceasefire 
There Is thoug h t to he no 
prospect that the Mrflahedm or 
other main exSed part ie s WOT 
be recognise d. Many _ parties 
were banned and went under- 
ground after armed dashes 
between o ppos itio n and gov- 
a naaemt faeces in tgtet- Ties 
pro-Moscow Thdeh party was 
outla w e d in £90L 


By Andrew Whitley In Jerusalem 


IS IT A BIRD? 

IS IT A PLANE? 
NO IT’S BARCLAYS 
11.25% BUSINESS 
DEPOSIT RATE. 




You boo will be amazed by our high deposit rates. 

High Interest Business Account. 

With High Interest Business Account we can offer 
you 1L25% gross, and we won't ask yon to tie up your 
money for ktog periods p£ time. 

• - Wh e n yo u n ee d it just give us two weeks notice and 
you'll incur no penalties. 

Your business can earn 1L25% gross on the whole 
of 425,000 or more, but you can open a High Interest 
Business Account with just 410,000 which sdil earns 
10.25% gross. 

Business Premium Account. 

If you want access to your money immediately then 
we can offer you the Business Premium Account. 

You only need 41.000 to open an account and your 
money will still be earning 9.75% gross. 

Interest will be paid quarterly, gross or net* on 
Business Ptemhim Account or High Interest Business 
Account subject to your tax status. 

Whether your business is big or small, these are just 
two ways that Barclays can help you with products 
specifically designed to help your business work more 
efficiently. 

So if you'd like to make your money work harder 
your local branch has all the details. Just look them up. 


“Rates may vary and axe correct at time of going to tnen. 


Please send me further information 1 ] 

Please contact me to discuss my requirements Q 

I am interested in HIBA Cl BPA D 

Non Barclays customers must open a Barclays current 
account in order to operate HIBA or BPA. 


Name of Business or Organisation 




Postcode 

Current Bankers. 


-Telephone. 


If you do not bank with Barclays 
please advise us of your most 
convenient branch 


YOF'RF 


BETTER OFF 


RETURN THE COUPON TO BARCLAYS 
INFORMATION CENTRE. PO BOX NO. 163. 
WEYBR1DGE. SURREY K.T13 MJH OR 
FREEFONE 0800 282130- MEMBER OF IMRO. 


TALKIXG TO 


BARCLAYS 



SJX PALESTINIAN' guerrillas 
ware killed yesterday in 

m nHwyn Trimnim . in a fhwh 
with a combined force of Chris- 

tlyfl tnUlHflwpn Bwri JfJT&eU 

heficopters. It was the third 
fire fight since Friday ihthe 
bonier securfly zone. 

IsraeU troops, with their ally 
the South Lebanon Army 
(SLA), have made dozens of 
ar rests hi the region over the 
past few days in connection 
with s car bomb attack on 
Wednesday when eight Israelis 
and the suicide bomber died. 
Six soldiers Were killed 
instantly and a further two 
died later of their 'wounds. : 

Those detained, who Include 
relatives of the bomber, are 
reported to be held by the SLA 
at Its notorious Al Sana 
datattfott centre, not £sr ftom 


the site of the explosion, Jsx*ef 
Raflo said those suspected of 
favedvement would be pet os 
trial under Lebanese law. dad 
could face exec ut ion by firing 
squad. 

A statement from the radical 
Itopnlar Thrift for the Libera- 
tion rtf Eafesfirie.ackuowfedged 
th«t fbtff of Us fighters 
mfarfng after a dawn attack on 
a position held jointly by 
IsraeU rod SLA farces on the 
slopes of fttount Herman. For 
its part, it claimed to have 
Inflicted 10 casnaUietL , 

Fighting In southern Leba- 
non has shown a marked 
increase lb the ‘approach to 
Israel’s -general election on 
N ovemb er V By contrast, the 
occupied West Bank and Gaza 
Strip have been comparatively 
quiet. 


UK tries to reassure Kuwait 


A BRITISH government 
mta fc ftf r te tou rtagtte Gnffto 
assure leaden, there that fee 
UK w e l come s Arab invest- 
ments. This b despite the bet 
that the Ktawaft Im esta ient 
Office has ben ordered to cat 
its stake In British Fttnloum 
from 2LG9 per cent te ft* per 
cent me the nest year. Barter 
reports, quoting foe SuiiU 
drily akWatan. 

Mr William WaMegrave, 
Ifintstar of State fir Foreign 


Affairs, said: "We hope that the 
BP case wiU reman a casual 
inddent feat w&L not aSect oar 
lebtionB with Kuwait ... Wo 
Mghfr app rec iate fee wist pel - 
icy of the Kuwait Genuman^ 
particnlariy on fee BP stake. 
T&fey expressed their disap- 
po hi tiu ttR rod - anger w, at 
tbs same than, they pointed 
oaf feat fee loina Thauid not 
form a fed in the path of 

pOSKTre iTTir rn IHWWQ 

Kuwait and Britain." 


AV^TaVA 

TtiXSfA W, 

▼A v AT 


Manchester 
Business School 


HOW TO INVEST 
INYOORNEXTMD 


The Master kiBusfciess Management (MBM) is a 
new degree designed to improve a e on y ony s 
business perfomtoheeferough inv es t m ent in the 
leadership talent of its best middle managers. . 

It Is only available id cxxTgmtfiHxxnbuted 
executives with the potential far ocoeterabed . . 

progress into senior positions. 

Th e MBM features a imkjue com bi nation trf 
attendance eft MBS and in-company training to keep 
disruption at work to a mmkmifrw 
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wftfa IBM, fadquB^fatlM h toato ad, 
Pffidngtno, RHM. Shed and Spicer S Oppe nh e&n. 

We believe feat leadership is skuafion specific-* 
therefore executives develop their indfridual and 
teamwork skffls through project work on problems 
xelatbig to ihefr own arid other paitk^fattng ' 
companies. 

Car«3kiates must have ai»sfcarttid experteice : : 

and pass a demanding entrance exam. 

For itwjreinfomiatkMi contact Courec Director 
l^CampbefiOT061-2756466,orMartin 
Johnson on 061-275 646Z 


M anchester Business School Booth Street West 
. MANCHESTER M13.6PB. 

Faxi 061-273 7732, Telex: 668354 
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THE — mom: 

Agency plans to start t«n« 
next .year with the Soviet 
union that could pave the way 
tow ards routine Joint manned 
space flights involving west- 
ern Europe and the Soviet 
union. 

The discussions will 
on efforts to ensure that Her* 
mes, a maimed space vehicle 
the agency is developing for 
use in the late 1990s, win be 
able to dock with Soviet space 
stations such as the Mir mrft 
now in <s«it 

The plans illustrate the 
increased Interest by many-' 
Western nations, including the 
US, In responding positively to 
signals from Moscow that it 
wants to cooperate with the 
West m space endeavours. ' 

Ideas on linking Hermes 
with Soviet space stations go 
considerably further, howev er , 
than plans in the US for col- 
laboration in space with the 
Soviet Union, which until now - 
have mainly involved 
unmanned scientific efforts. 

The European plan s may 
worry conservative elements 
In the US with which West- 


ern Europe is ahead?, oorflper- . 
ating. in a range 3f masted 
space projects - especially on 
the grounds that they could 
Involve transfer to the Soviet 
Union of information on qdfl> 
tartly sensitive technritogtea. 

• The impending discussions 
between Moscow and Western 
Europe underline flu tramm 
of the European Agency to 
instigate a twin-track policy of 
c oHahorati ott-oa m a n ned space: 
prog r amm es with both snper- 
powers. 

-ff wtaa Europe last mo nth 
completed an agreement with 
the TJS pledgihg its help in 
developing a US-led interna- 
tional space station planned 
for the late 1990s ana due to 
cost about $25bn (£14bn). 

Hermes is being built, at a 
cost of some JSbn. largely to 
ensure that Western Europe 
has its own ' independent 
means of access to the US4ed 
orbiting base, which will be 
permanently ccewcid by about 
tight people. 

Prof Kelmar Lfist, ESA 
director general, said it made 
sense to ensure that Hermes 
was compatible not only with 


the- Western space: station but 
also wlth manned space bases 
operated by the USSR. 

He said he thought the 
Soviet Union would be eager 
to ensure Its manned bases I 
could he visited by Hermes. 

. Hu talks between Moscow I 
and Western Europe next 3 
are due to look at the tec 
cal feasibili ty of the docking 
manoeuvres between Hermes 
and stations nice Mir. Mir has 
been in orbit since 1986 and 

has been home to cosmonauts 
for nearly a year at a time. 

Later, the collaboration 
couM develop into plans for 
joint manned flights between 
the Soviet Union and ESA. 

Discussions on how Western 
Europe and Moscow could 
cone closer in co-operation In 
space is expected to feature 
during talks this week In the 
Soviet Union involving Mr 
Mikhail Gorbachev, the Soviet 
leader, and Chancellor Heimnt 
Kohl of West Germany. 

After France West Germany 
Is Western Europe’s biggest 
spender on space technology 
and is one of ESA’s most influ- 
ential members. 


Telecommunications markets 
boom in Europe predicted 
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By Hugo Dixon in Brussels 

EUROPE’S telecommunications 
markets will grow at 9 per *»"«■ 
a year over the next five years; 
generating revenues of more 
than $100bn (£57bn) by 1992. 

Within this generally rosy 
pic tu re, however, there win be 
marked differences in per- 
formances of various gg gwMnifq 
of the industry. The mafkgt« 
for public and private tele- 
phone exchanges - the main- 
stay Of the telec ftminimiraiHwip 
sector in recent years - win 
only creep upwards, while 
those fra* mnhfa* communica- . 
tkms, fac simile and data cotn- 
nmnicatlons wDl show explo- 
sive growth. 

These are some of -the fore- 
casts presented by Data- 
qnest,the market analyst, at a 
conference on the European 
telecommunications industry 
In Brussels last week. 


The main thrust of the anal- 
ysis is to outline the opportuni- 
ties and' dangers facing the 
industry in the approach to 
1992. 

Dataquesfs specific forecasts 
for the next five years are; - 

• Western Europe’s telecom- 
munications markets will grow 
to $l05bn in 1992 (from $67bn 
in 1987). a g rowt h rate mare 
than double that which the US 
is expected to experience ova: 
the same period. 

The. modernisation - of . 
’s t el e p h one netwo rk s Is 

in fhll swing and so 

the market for public digital 
exchanges will grow only 
slightly to $&2bn ($3bn). Most 
of this will be accounted for by 
West Germany. 

• The market for private 
exchanges (PBXs) wtil grow 
only modestly to J2.6bn 


<S2£bn>. 

• Cellular or car telephones 
will continue their spectacular 
growth, with the number of 
subscribers in western Europe 
more than tripling to 6m by 
the end of 1992. The cellular 
equipment market • will 
increase by 25 par cent a year 
to Hj6bn in 1992. 

• The facsimile equipment 
market will reach $4.3 bn 
($L6bn). Japanese manufactur- 
ers win strengthen their hold. 

• Data rm nwniiiriwrftww mar- 
kets will perform strongly, gen- 
erating sales of $5Jam in 1992 
($23bn). These markets will be 
increasingly dominated by 
local area networks. 

#. Manufacturing and retafibif 
will take over from fliwmcia 
services in providing stimulus 
for extending value-added tele- 
communications services. 
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SHIPPING REPORT 

Demand in 
Middle * 
East lessens 

By Kevin Brown, 

Transport Correspondent 

THERE were : few openly 
reported deals in the Middle 
East tanker market last week, 
and brokers said rates 
appeared hkaly to ease in the 
coming weeks from the 
improved levels of early Octo- 
ber.. 

However, Saudi Arabian 
. charterers were said to have 
fixed several large vessels 
towards the end of the week on 
a private' basis, possibly 
absorbing up to 2m deadweight 
tonnes of shipping. 

Most of the open inquiries 
came from Japanese charter- 
ers, and Tokyo Tankers was 
reported to have chartered the 
310,000 dwt Orpheum to Japan 
at Worldscale 473. 

The Philippines National OH 
Corporation was also said to 
have fixed a 260,000 dwt vessel 
to the Philippines for a part 
cargo of 220,000 tons at World- 
BG&XC 

Some of the slack in the Gulf 
was taken up by increased 
demand forVLCCs in the east- 
ern Mediterranean. Brokers 
said the going rate for Ships of 
around 260,000 dwt was World- 
scale 55 for US Gulf discharge, 
and Worldscale 65 for north-w- 
est Europe. 

'• There was also substantial 
demand lh West Africa for 
-ships. -of around 130,000 -dead- 
weight, and two fixtures to the 
US Gulf were reported at 623 
and 6135. 


Philips Pocket Memo - Your Electronic Notebook 


Ytn speak 7xfastsr than you write. 
So record aD your notes, ideas 
andcormspoodenceona 
PhSps hJctetMemo. It’s instant 
and you can use it anywhere 
Phifips Pbcket Memo -your 
etectronfc notebook. 

PhSps - The Dictation Specialist 
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Banana skins on path to EC single market 

Tim Dickson reports on the struggle to harmonise a Community import regime 


B ananas -- known. 

since the -sixth century 
BO as the- Fruit of - the 
Wise Man- - are suddenly pos- 
ing a- problem which even the 
best brains in. Brussels seem 
unable to resolve. 

The consistency of the Euro- 
pean Community’s programme 
for a stogie market is under 
attack, pafiiical and economic 
obligations to some of the 
world’s poorest nations are at 
stake the very credibility 
of the EC's commitment to 
seals down agricultural protec- 
tionism, say some observers, 
bangs -cm foe outcome. of the 
dispute. 

“The question is so sensi tiv e 
that no one even wants to talk 
-about it at the moment,” a 
senior European Commission 
official admitted this month. 
“Bizarre as it may seem, it is 
the sort of issue which will 
probably be decided In the 
Chancellery in Bonn, the Ely- 
s€e Palace In Paris, and Num- 
ber 10 Downing Street in Lon- 
don.** 

Thanks to member states* 
historical ties to different 
banana suppliers around the 
globe, Europe does not have a 
common, regime for the yel- 
low-skinned fruit - a state of 
affairs . which runs directly 
counter to the prevailing Brus- 
sels orthodoxy of getting rid of 
fragmented Internal markets 
by 1992. 

Lord Cockfield, the EC’s 
internal market flmmntaafaner . 
cannot simply wave bis magic 
wand in this case. The ways in 
which member states treat 
bananas have not only evolved 
differently, they were designed . 
to suit vastly djffigrwnt' political 
purposes. 

About 20 per cent of 
Europe's total consumption - 
500,000 tonnes oat of 2.4m 
imported bananas In 1966 - 
come into the Community 
duty-free from former -British, - 
French and Italian colonies 
under Protocol 4 of the Lom£ 
Convention, the trade and aid 


ict which governs relations 
between the EC and 66 African, 
Caribbean and Pacific (ACP) 
countries. 

. . The baste for: the Lom£ 
arrangements is that the ACP 
banana-producing states and 
areas (Jamaica, Windward 
Islands, Belize, Surinam, 
Cameroun, Ivory Coast and 
Somalia) simply cannot com- 
pete with “dollar bananas” — 
the industry’s jargon for the 
cheaper ana generally hotter 
fruit from the huge plantations 
of Central America (notably 
Costa Rica and Guatemala). 

Commonwealth Caribbean 
countries do not have the 
advantages of climate and 
large land areas of their Cen- 
tral American rivals. In a free 
market. Commonwealth Carib- 
bean banana exports to Europe 
— 1 on which their economies 
are heavily dependent - would 
collapse. 

“Dollar" Imparts. to the UK,. 
France and Italy are thus lim- 
ited by licence to an amount 
required to satisfy demand 
after ACP exports have been 
into account. 

A further 30 oer ewnt of total 
EC consumption is provided by 
the Community's own produc- 
ers - notably the French Over- 
seas Territories (DOMs) of 
Guadeloupe and Martinique, 
the Spanish Canary Islands, 
the Greek island of Crete and 
the Portuguese island of 
Madeira. 

All the member states gov- 
erning those producers have 
preferential arrangements in 
one form or another to protect 
their own growers, though 
Spain and Portugal are in tran- 
sitional phases and Greece was 
ordered this year by the Euro- 
pean Court of Justice to accept 
other bananas (both ACP and 
“doDaO which are in free cir- 
culation In other member 


turbances would be caused if 
banana production in these ter- 
ritories had to be drastically 
cut 

The EC position is made 
more complex by the huge 
duty-free quota for West Ger- 
man. imports, which is set by 
Bonn each year to meet domes- 
tic demand and te supplied 
overwhelmingly from the “dol- 
lar” area. The origin of this 
“special’ situation can be traced 
to the earliest days of the Com- 
munity. Exemption from the 
common tariff rales on 
bananas was a key West Ger- 
man condition for its signature 
of tiie EC’s charter, the Treaty 
at Rome. It could be compared 
with the arrangements for New 
Zealand butter made at the 
time of Britain's accession in 
1973. 


The French case for support- 
ing its DOMS is gfrnflar to the 
justification for the ACPs - 
Severe social and political dis- 


R oman tics hire to believe 
that Germans saw the 
fruit as a symbol of lib- 
eration after ihe misery of the 
Second World War blockades. 
The truth, however, is probar 
bly more prosaic. Importers 
possessed considerable politi- 
cal influence over Chancellor 
Konrad Adenauer at the time 
of the treaty Tip ppHaHnna uni! 
they still sway the main politi- 
cal parties through contribu- 
tions to party funds. 

Belgium. Denmark, Ireland, 
Luxembourg and the Nether- 
lands, meanwhile, all have free 
markets and import “dollar” 
bananas with a 20 per cent cus- 
toms duty. 

One can argue that the vari- 


ous bilateral arrangements 
operated by member states 
have been more or less satis- 
factory to all except the con- 
sumer, but the pressures for 
pbarigp are rising - This is due 
not only to the move towards a 
single market after 1992 but 
also to the increasing US- 
backed calls for liberalisation 
in the current multilateral 
trade talks. 

*Ts it correct that growers of 
inferior quality produce can 
always hide themselves behind 
Community preference and 
that the wishes of the con- 
sumer, which can be seen from 
* rinii«r ’ bananas, are totally 
neglected?” asked Eucofel, the 
European Union of the Fruit 
and Vegetable Wholesale, 
Import and Export . Trade, In a 
pointed statement on the sub- 
ject this year. 

Such comments explain why 
there has been a distinct atmo- 
sphere of banana jitters in the 
approach to the negotiations 
for a new EC/ACP Convention, 
to displace the present Lome 
pact when it runs out at .the 
end of February 1990. 

ACP delegates are afraid 
Protocol 4 of the current agree- 
ment may be modified or abol- 
ished. It says: “In respect of its 
banana exports to the Commu- 
nity markets, no ACP state 
shall be placed, as regards 
access to its traditional mar- 
kets and its advantages in 
t-hwww markets, in a favour- 
able situation thaw in Hip pa at 
or at present”. 

Among the options infor- 
mally canvassed so for is what 
Is known as the “free trade” 
solution, by which all “dollar” 
bananas, including those 
imported to West Germany, 
would be subject to a 20 per 
cent duty; ACP bananas would 
conti nue to enter the Commu- 
nity duty-free. 

This approach is likely to 
run into strong, if not insuper- 


able, opposition from Bonn. 
Most observers accept that if 
it were implemented, the big 
“dollar” brands (produced, 
marketed and distributed by 
large US companies) would 
ultimately eliminate the EC’s 
own production as well as the 
ACP suppliers. 

Even aid to ease the transi- 
tion would not help much. As a 
paper from the Commonwealth 
Ban ana Exporters’ Association 
and its marketing partners 
argued recently: “In the Carib- 
bean banana-producing states, 
especially [those of) the Wind- 
ward Islands, there is no sub- 
stitute crop to bananas which 
would provide the same levels 
of employment and revenue. 
Compensation and encourage- 
ment to diversify are not 
options.” 

A second approach - fixture 
of a global EC quota for “dol- 
lar” bananas, to be adminis- 
tered via individual national 
quotas — would more or less 
preserve the status quo but 
would, hardly be acceptable to 
internal market purists. 

A third choice - a minimum 
import price for all imports, 
with dollar varieties subject to 
a 20 per cent levy and ACP 

' bananas mntinning to arrive 

duty-free - would only recon- 
cile some at the difficulties. It 
is not considered the full 
answer to the problem. 

Many proposals have been 
discussed but the Commission- 
ers have not been able to reach 
clear conclusions. The various 
departments of the Brussels 
executive seem to be paralysed 
by indecision so the Lom6 
talks could well settle the EC's 
approach to the problem. 

The single-market banana 
skin Is unlikely to be easily 
avoided, however. As one Com- 
mission expert observed philo- 
sophically; “When we come to 
stop the dock on 31 December 
1998, because some areas of the 
internal market axe not in 
place, 1 fear that this issue will 
be prominent cm the list." 


Havana Cigars 
are identified with 
three seals. 


Insianlh rccu«ni/;iMt*! 

Onl\ real Havanas have a stamp nf origin ami sealed 
lm\ (hat wuaranlees the product i-> made from 
the Ik-s| lohjccn «ro\vn in ( uha and hand rolled by 
our skillful cuban workers. 

Beware of imitations! 
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NOTICE OF ADJOURNED MEETING 


of the holders of 


Landesbank Schleswig-Holstein Girozentrale 

A$30,QOO,GOO 12%% Notes due 1969 


NOTICE IS HEREBY GIVEN that the Meeting of the holders (the “Noteholders') of the above- 
mentioned Notes (the "Notes") convened by Landesbank Schleswig-Holstein Girozentrale (the 
"Bank') for 10.30 am (London time) on 18th October, 1388 by the Notice dated 23rd September. 
1988 published in the Fmendal Times and the Luxembourger Wort was adjourned through lack of 
quorum, and that the adjourned Meeting of the Noteholders convened by the Bank wiU be held at 
230 pm (London time) on 4th November, 1988 at the offices of The Royal Bank of Canada, 71 
Queen Victoria Street, London EC4V 4DE for the purpose of considering and. If thought fit, pas ting 
the tallowing Resolution which will be proposed as an Extraordinary Resolution in accordance 
with the provisions of the Fiscal Agency Agreement dated 1 5th May. 1 986 mad e betw een the Bank 
and Orion Royal Bank Limited (the "Fiscal Agent") and others relating to the Notes. 


EXTRAORDINARY RESOLUTION 


"THAT this Meeting of the holders (the "Noteholders ) of the i AS30.q00.00012V** Note* rfu ej 989 
(the "Notes") of Landesbank Schleswig-Holstein Girozontrala (the "B®*^**^ “P** * ***** 
Agency Agreement (the "Fiscal Agency Agreement^ ti*adl5 ft May. 198 6 made .between the 
Bank and Orion Royal Bank Limited as Fiscal Agent (the Fiscal AgentT) and others herofay:- 


(1) aswnts to the modification of the Term* and Conditions ofthe Notes (a* printed on the reveraa 
thereof and in Schedule 1 to the Fiscal Agency Agreement) proposed in paragraph (b) of the 
Explanatory Statement issued by the Bank and dated 23rd September. 1988. a copy of which 
hes been produced to this Meeting and initialled by the Chairman hereof end by or on behalf 
of the Bank for the purpose of identification; 


(2) ftar ra tfonT^wry medication, abrogation, variation, compromise of, or arrangement in reaped 
of, -the rights of the Noteholders and the holders of the Coupons appertaining to the Nates 
against the Bank Involved in, or resulting from, the modification referred to In paragraph (1) of 
this Resolution or any substitution of debtor made pursuant to, and in accordance with, the 
Terms and Conditions of the Notes as so modified; and 


( 3 ) aut horis e s the OMseutlon of a Supplemental Baca) Agency Agreement In the farm efthe d r a ft 
produced to this Meeting and for the purpose of identification signed by the Chairmen hereof 
to give effect to the modification referred to in paragraph (1) of this Resolution." 


The attention of Noteholders is particularly drawn to the quorum required for the adjourned 
Meeting which la set out below. 


QUORUM 


The quorum required to consider the Extraordinary Rsookibon at the adjourned Meeting wffi be 
two or more persons present in person holding one or more Notes or voting ce rti fica tes or being 
a proxy or proxies whatever the p rincipal amount of the Notes so held or re p rese nt e d by them. 


AVAILABUTY OF DOCUMENTS 


Copies of the F i s c al Agency Agreement may be inspected, end copies of the Explanatory 
Statement, voting cer tifica tes and other relevant documents may be obtained, by Noteholders 
from the apedfied office of any of the Agents given below. 


FISCAL AGENT 


Orfoa Royal Bank timited, 
71 Queen Victoria Street 
London EC4V4DE 


PAYING AGENTS 


The Royal Bank of Car 
GutteutatresseSE, 
6000 FranfcfurtfMarn 1 


TheRoya! Bank of Canada (France) SJL, 
3 rue Scribe, 

75440 Paris 


The Boyel Bank of 
rusdaUgneT, 

B-1 000 Brussels 


PWrerdW A. 


2 Boulevard Royal, 
L- 2953 Luxembourg 


The Royri Bank of Canada (Setose), 

rue Diday 6, 

1204 Geneve 


Thht Node* has beer? approved by Orion Royal Bank Umkod, 
9 number of The Smcwitim Atvcciwtion. 


Eni International Bank Limited 
ECU 135,000,000 

Guaranteed Floating Rate Notes doe 1992 

1/ nmmGn o m Jj tmtd intr ocabtj p—nl by 

Eote Nazionafe Idrocarburi 
In accordance with the terms and conditions of 
the Notes, the rate of interest for the interest 
period 24th October, 1988, to 24th January, 1989 
has been fixed at 7%% per annum. Interest 
pays We on 24th January, 1989 wiD be 
ECU198.06 per Note of ECU10,00a 
Agent 

Morgan Guaranty "Dust Company of New York 
London Branch 


Computers and Communications. 


Shipbuilder proves its craft in the market 


Tan Hamilton Fazey examines changes that have turned the tide for Swan Hunter 

T OMORROW, as the 
Swan Hunter brass 
band plays proudly in 


T OMORROW, as the 
Swan Hunter brass 
hand plays proudly in 
die company’s WaBsend ship- 
yard an the hanks of the Tyne, 
a party of d ignita ries and VIPs 
wfll make their way to a small 
platform near the bows of the 
Sr Eric Sharp. 

A bogie will aotsoti and after 
a short religions ceremony 
Lady Sharp, wife of fie chair- 
man of Cable and Wireless, 

will l unn rfr i An chip tto burnt 

her husband's name: 

The event wffl be significant 
fox- several reasons. One is that 
the 3,000-tonne vessel is a 
hi g h - t e c h n ology, state-of-the- 
art cable layer and mainte- 
nance craft, carrying its own 
submarine — the R w rf of its 
type to do sa 

Another is the speed with 
which she has been buffi. The 
order, f rom Cable and Wire- 
less, was announced only 14 
months ago. Design work was 
rushed through and the b»i 
latrt only last tuwntr y P itting 
out after launch win see the 
vessel delivered in March. 

Perhaps the most significant 
thing , however, is that this wffl 
be Swan W u n tor * *: W gptf BOD- 
militar y prefect since the yard 
was privatised from British 
Shipbuilders via an almost 
giveaway £5m management 
buy-out less than three yeas 


ass 


to 






Hunter yar d: New i roAfag ya c to s Jarre Imp roved efficiency 


The contract is not only 
b ringing in g«m from the pri- 
vate sector but is allowing 
Swan Rimtgr to prove itself in 

rtf rirthnl chlphnlliffng mar - 

ket-place. ft repr ese nt s a com- 
ing -of -age: the company is 
showing it can stand on its 
own feet in a world far 
removed from the government 
contracts Oat sustained it as 
pert of a nationalised industry. 

Swan Hunter has eat this far 
in of considerable trauma 
and no Httie early bitterness. 
Government orders — hinted 
at but not promised when the 
managers b»**g ht th» business 
— fiiflwl tO wmtoriaHap. Hub- 
dreds were sacked, cutting the 
number of workers to about 
3,00a 

The aninmay - rusty In the 
private-sector market-place 
be caus e British Shipbuilders 
had forbidden ft to chase 
ex port s far 20 ye a rs - was 


faced with a despg jl e rush to 
fin d noa - mfliia iy, private-sec-, 
tor vial from ove raea s navies 
befor e it ra n oa tqf O K govern- 
work and fc spdakL 
ft is not in the dear yet and 
there may still have to be mere 
mhnnbukdea. H o w eve r, pros- 
pects look b e tter than they 
hove for years. This is cru- 
cially important for the 
northeast, faced as the region 
is with the eofiapae -of its 
Etatromed a hip j aub on die 
nearby Bi war W e a r at Sunder- 
land. 

Every job set Swan Hunter is 
fed or serviced by at least Soar 
others in badnesses w hich 
supply the shipbuilder with 
goods and services ranging 
from steel plate to psper dtps, 
or floppy tffedre to rubber 

hu n du Mr AW WTyw«rir> 1 fM rf 

executive, says: "A soccessfat 
Swan Hunter mast b e a a nger 

Hnchpli) iw Any p) 

the Tyneside economy* 

Apart than the code layer; 
Swan Hunter has three trig 
co ntracts under way mid s 

farirHwy tim n with fc w &X ptSO- 


w ttrW twf wti g hf wjm i mm tn hm 

no possible connection with 
the l a w nfl h (jf thp Rfo - Eric 

Sharp. Hovers, they symbol 
fee c lan gs hr c orporate ad- 

JQSQ* 

agera say woaM never have' 
been atte m pt e d, let alone 
ariri ewd. when the business 
was state-owned. 

The co ffee w mrhinpv used to 
foe away from the ships, which 
meant that mid- morning 
breaks took twice as long as: 
they tooold have os e v eryone 
traced off and taefc for 
i rfi li dimw tN Agramnest in- 
put them on to the vessels 
saved am 1 gafnwl nffl . . 

rieoty. 

The nriounave was te& a 
tale of unspoken class warfare: 
Workers* can t eens were proba- 
bly no mare n » than jjx 
m my other old RrfHah fttta . 
ties, but the workers’ sotafiecs 
were the same - gw rings. 


faeffitte matters. We am mak- 
ing sire people have dean 
overalls onceo. week mid we 
ease stopping the frpup -cn the 


tivtty than ft bos ever had. 

SMS Cha tham , a Type 23-14 
has launched od 
Is befog fitted out. HMS Msrir 
borough, a Type 23-02 frigate, 
wifi go dow n die afiuway In 
tansy and the Heel Is now 
being ert for a naval refaeShig 
mad, the SPA Fort fimrp . 


trier kettles and the ffice tacked 
away hi fo rgo tten sheds or ar- 
ne» far tittle groups to do 
their own fry-ups. 

Staff - MMwgwim * asd 
clerical workers - had cm* 
t e ens —B fed by wBnnn 
in overalls. AH that fe raffing. 


fnamestt 
tznL The 


change to a 
Moving to 


has been feopor- 
aaga in w o rirfa g 
s beanaffiadto a 
fades to training. 


H ow ever, these things- are 
coBsequsEQBB of change, not 
central to it, for it wfcs the 
p roject of c ocpeaato desth if 
toe yard tiki not become efft- 
dent siti competitive which, 
was toe main spur. 

Swan Hunter this year con- 
cluded its second two-year 
agreement ou pay and condi- 
tions wSh «B its cb^ioyeea. 
These have conferred -a stabfl- 
ity in the working environ- 
ywn* not experienced before, 
helping everyone concanttate 
oa wdnering change in work- 
ing practices rather than fee- 
ing Utile respite between 
aimnai boots of pay. bargain- 

in*. • 

Cmdaliy. the agreements 
allowed Increasing flexibility 
over who dM what. Demarca- 
tion dfepotes - where groups 
of cndtsroeu kept "their* work 
to flDBBmta* and wutdd' nok 
dp qB wra* tarts - axe uo Jon- 
get portMs. SvwTtfisttactiocs 
such as the ttmehonoured one 
b et w e en totetadlders and out- 
fitters base hembrokendown. 

Also, managers have tad the 
right to manage confirm ed. 
“Wa toe ofoie to taka whatever 
option is best suited to the 
• w^ w y 'i toiiw* Mr Marsh 


Hb wever, they txe aided by 
the workforce. Teams, of:. 
between' five tort' 10 wortasv; " 
P ?ch confer ^outiaaously 
rmtigir an. unssdd team leader' 
on improvements to quality 
ami. methods. . L 

Mr Peter Vaughnn, jdai 
managing director, stresses 
that toe gains hare also come, 
about because continuous 
in v e stm ent- has gone band fc" 
hand with changes in attitudes, 

and working practices. 

aTmcoaqjansrd ffeets on pxt , 
v athaBo a Included £3m or. 
newish computer equipment,^ 
which had' been installed to\ 
move Swan Hunter into the 
modem ora of design and man- 
ufertaring fochnnlog v. . 

This alone made the com- 
pany a bargain for the manage 
era. T^ey have never ceased to - 
tierelop it further, craating 
what In: Vaughan caBs a virtu- 
ous circle - more investznsit^ 
produces greeter efficiency, 
which means stronger cash 
flow and more profit, which in 1 
toms means more is avaOabla 
far yet more torestment 

Meanwhile, he Jiss led .the 
foray far uxjkaU in a market 
whore lead time iar orders 
from fa n dgD BLwia T UM e a t s nus- 
into yess. Tbs first gSrmaer- 
ings of competitive success 
have come with refits of two ' 
West African patrol boats — ■ 
boCb bsDt arid equipped origik' 
aally in West Germany. • - 

Another key order is far con- 
sattancy - tra ns ferrin g Swan 
Hunter's advanced warship- 
tmiiding tech nolo gy to 
Austrian Navy, Mr Marsh . 
says; *Tt is worm only tons ofc 
awmsands of pounds but it hr 
strategically important,, 
bec aus e ft means we are work- 
tog whMn the Anzac ft tete * 

pm p an ny atdimwttmtaWy^ 
£®e far more wta*.- * 

Shnflady, tomorrow's lanach , 
will have a s t ra tegi c izupor- 
tance far Swan Brater’a brtmo • 
In private-sector shipbaiMing- 
markets. - - > 


rid of poor 


- About a quarter af Bs pns- 
ent XSOmsonmal rate of turn--, 
ovwt has come from sources ~ 
other than toe UK Govern - 
meat There afilL too many - 
eggs id one basket, bat the:, 
nroapects of a bettor b at saoe: 
hare never been better. 


Retailing £ will alter after 1992’ Shops^sales to rise 55% 


THE SNGUB Smopean msfcrt 
will alter ftmdagieptally the 
way retailers operate, accord- 
ing to a study of retelling and 
^B2 by the. Corpor ate Intern-, 
gence towp, a retell cocsul- 
taucy firm. . . . 

UK retailers have lagged 
behind other business sec to rs 
in preparing far 2982, perhaps 
in the belief that retailing is a 
domestic activity that wifi not 
beafiected by the changes, the 
study says. 

The report, in analysing 
retailing in individual Euro- 
pean markets, points out that 
“retailing is not a sector with a 
high profile at g ove rnm ent lev- 
els in European Community 
negotiating procedures far the 
1992 package." Retailers there- 
fore need to lobby the EC 
themselves, through trade bod- 
ies such as toe Retail Consor- 
tium. 


FoO owiny the fatt o dne t h m 
of tbs SabssS? uMf mmm* 
era wifi st£Q do vbtzafiy MI 
their s h opp in g within their 
own countries. But. the repost 
sdfegBsts, they may be tempted 
to buy some products hwcmr 
they have seen them ra nzalttr 
nattopal satriHte tel ev is io n . 

Removing toe trade barrios 
will widoi the r a nge rf prod- 
ucts available is stores and 
make distribution easier. UK 
retailers we re alre ady the most 
efficient in Europe in tbeir dis- 
tribution s y stems , the re port 

In arkfirioo, British retaOera 
will find ft easier to expa nd 
into other European countries. 

On toe other hand, outsiders 
will want to move into toe UK. 
“The UK retail sector should 
realise that ft b itself seen as 
an attractive t arg e t, and pre- 
pare for approaches accord- 


ingly." toe report warns. 

UK reteflera* profit 
are on average far higher than 
those of reteHera fa continental 
Europe, and tegal ffi etrictto as 
on snt^is are less serere — - 
maki ng toe UK tafcuto lfag 8a* 
r etaQer s from w awc . 

Other negative aspects of the 
fart market foe US Kete&ess 
izKtode toe Sfariy ingrasittaB of 
VAT on goods such as food, 
children’s dothes end books, 
litis wffl tend to cut rrtaflers* | 
pntilt margins, the report says. ■ 

The mam benrffcfery of toe ! 
ringie market among retail sec- ' 
tins could be mail-order con- i 
cams. At present there axe 
many barriem to mail-order 
srifing across frontiers. 

BetaSmg and 2392 - the 
impact and uihaj* Umiti rz . Cor- 
porate bztetHgence Gro up, S I 
Doughty Street, London WON 
2LS mo. 


in five years, says study 

SyMwteUny 


A MORE pptiHtistic view than 
that preVtuHog to the stock 
market about tbe ooflort; tor 
r^tdaip'coodig yegrs ts 
p g fatfdtod today by Verdict 
hM (fat refaii research 

gruuuL 

ft predicts that reteS sales 
wffl rise from Coam in 1987 to 
QSOim fa £992, an increase of 
56 per cent That co m p ar e s 
with a gain of 5 1 per cent 
between 1982 and 1987. Many 
cmnnaBitafrop are expecting a 
a tawd o wn in toe rate ot retail 
aales growth. 

The fo r ecast: does a 

rise in the rate of inflation, 
however, and suggests that 
votame growth In the next fire 
years wffl be 24 per cent com- 
pared wfih 27 par cent during 
toe past five. - 

Fastest growth wffl be seen 


by rtOtltiwg and household 
goods- retailers. Verdict 
fo^teves, At a more detailed 
leinat tbe Twst fncreaseS in .• 
feflrt wHt be shown by Jesral- 
Jbb and fay and ghfy » t - 
eoch doobtoig turnover Jn the ' 
next five years; DIY shops with 
srtes ristag by 18 per cent and : 
electrical retailers showing • 
gains cf 70 per cent 

The so-called out-of-town 
shops have In recent years ■ 
sbown a mndi fester rate of 
growth than stores in other ' 
focatfons. In 1960.oatiy A8 per 
cent of retail sales were made - 
in outer-town shops. That bad * 
risen to m per cent in 1987, 
says Verdict, and will increase 
to 19 per cent by 1992. 

Retailing - 1993. Verdict - 
Besearchr 112 High HoOrnm, * 
London WC1V 6JS. X950. ■" 


The ideal host~hosf computer, 
that is. NEC mainframe computers 
are responding to the needs of 
all types of offices and all types 
of requirements. 


Chips that are stacked in your 
favour. NEC makes the semi- 
conductors and other electronics 
found in our products. So you 
can be sure of NEC quality 
through and through. 


Disk drives^ that keep driving— 
NEC disk drives earn high marks 
for durability and dependability 
the world oven Just what you . 
heed to keep your business 
humming along. 


Which One 


Is NEC? 




For those with driving 
ambition— NEC's mobile phones 
offer a variety of features along 
with compact convenience. No 
wonder, they're the talk of foe 
town. 



Pagers that do more than just 
beep. Ours can give you a 
message. 



Colour TVs and VCRs that 
reach new heights— high fidelity, 
high resolution and high quality 
Now foaTs a higher form of home 
entertainment 


A CD-ROM that's on the 
cutting edge— NEC data storage 
products are known for their 
quality And our CD-ROMS are no 
exception. 


Hair thin fibres that are thick 
with Information— NEC's ffiwe 

optfctechnqlc^ymates 
communication of all kinds— 
voice, data, text, images-as dear 
asabefl 




Nv 



















BOG to declare dividends a year ahead 


ByNKklTall 
BOC Groan, the OK i 
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gases ana Healthcare cottmany 
istototoe the total S- 
fflvldends tt expects to pay to 
sharehcOders at the start of 
each financial year. The 
amount wffl-be based on the- 
group’s expectations . for that 

yfi&T* 

BOC claims the new system, 
which comes into effect uaS 
mouth, makes it one of the 
first companies to tell share- 
holders now much htcome they 
wifi be receiving in advance of 


the year’s trading results. It 
also intends to reduce the Ht^ 
between the aiuoncement of 
the dividend level and payment 

Government 
may back 
Clowes 
‘lifeboat 9 

By Charles Hodgson 

FURTHER Indications t ha t the 
Government would consider 
backing a "lifeboat” scheme set 
up by the City: of London for 
investors in the collapsed Bar- 
low Clowes investment group 
were given yesterday by Ur 
Francis Maude, Consumer 
Affairs Minister. 

Mr Maude said discussion of 
a possible lifeboat scheme 
among financial . institutions 
and professional bodies was 
“very good news” and would 
be warmly welcomed by the 
Government. 

However, he refused to be 
drawn on whether the Govern- 
ment would make a . financial 
contribution to any scheme, 
despite considerable pressure 
from some of its own MPS for 
action. “There may well be 
ways in which we can help, 
ways other than finanrial help, 
to make it more successful,™ 
Mr Maude said. 

He reiterated that the Gov- 
ernment's saw no justification 
for using taxpayers’ money to 
compensate a specific group 
and that the report by Sir God- 
fray Le Quesne into the Barlow 
Clowes collapse did . not lead 
the Department of Trade and 
Industry to aaspt amoral or 
legal responsibility to -compen- 
sate investors’ losses. . 

Mr Maude’s comments on 
BBC radio follow, a public 
statement on Friday by Lord 
Young, Trade and Industry 
Secretary, that he would “cer- 
tainly be interested” in a life- 
boat .schema- ; 

Lord Young gave .Ihe-same. 
mwtgaffP - to. a stormy, pr i v ate 
meeting x# Tory, backbenchers 
at 'Westminster 

cation of the Le'Quesne report. 

Mr Nicholas Wlnterton, one 
of the To ry b ackbenchers 
pressing far government action 
to help the investors, said yes- 
terday that Lord Young’s com- 
ments indicated that the DTI 
would “give consideration with 
a view perhaps to making a 
contribution” to any lifeboat 
scheme. If this were well-or- 
ganised and soundly backed, 
the DTI would have a moral 
responsibility to make a contri- 
bution, he said. Mr Wintexton 
admitted, however, that there 
was only a “glimmer" of moves 
towards such a scheme. 


to shareholders. 

At present, BOC daddes on 
dividend levels twice a year. 
The company’s financial year 
starts on October X and; the. 
.first. decision Is made and 
declared- in May, on ; the 
Interim dividend to be paid the ■ 

. following October The second; 
or final payment is decided In 
November - after toe financial 
year-end - and paid the follow- 
ing ApriL As with many com- 
parnes, BOCs interim payment, 
is normally smaller than its . 

final. 

BOC concedes .that - the 
lengthy gap between the deal- 
sions being dedared and the 


payments being made has pro- 
voked dissatisfaction among 
shareholders. However, It 
m afnfgtrra ftfa is due to admin- 
istrative factors - in particn- 
fcryjHttMeins caused by allow- 
ing shareholders the option of 
~ taking dividends in the form of 
additional shares - and the 
practical difficulty of arranging 
an annual general meeting 
during the Christinas period. 

: WhBe looking at ways to cut 
down this delay, the entire sys- 
tem was reviewed, with some 
attention paid to typical US 
practice, where the first quar- 
terly dividend , is taken as an 

iK^wate nmricer for the year. 


Under its new system, BOO 
will decide and declare the 
level of dividends for the year 
as a Whole in November. It will 
then make two equal payments 
in February ana August. It 
adds thid; it may eventually be 
able to speed up the sequence 
of events even further. 

BOC, which has around 
50,000 shareholders, puts the 
increased cost of toe new sys- 
tem at about film a vear but 
SMys this is relatively small 
given the size of the company, 
reducing earnings per share by 
only (Up. 

" It believes that shareholders. 
Who will not- be asked to 


likely to anger MPs 


ByChoHM Hodgaon 

THE Government will come 
under renewed attack from the 
Opposition and. its own Oanser- 
| votive backbench MPs this 
week over Its plans for "Mfr f 
benefit, following widespread 
speculation that the payment 
will be frozen at present levels 
for the second successive year. 

- Mr John Moore, Social Ser- 
vices Secretary/ Is understood, 
to have dropped the Idea of 
Upratiog riitfri . haawfif 1 lit Ifna 
with Inflation, in favour of 
developing the system of fam- 
ily c redits aimed at low-income 
families with rihflriwm 

Child benefit is a weekly, flat 
rate payment w*arfa» to mothers 
for each child, irrespective at 
family income. 

Mr Moore is one of the few 
ministers still n^otiating his 
departmental budget for next 
year with Mr John Major, 
Chief Secretary to the Trea- 
stay, and he is understood to 
be pressing for an increase in 
funding for family credits, 
introduced in last April’s 
review of social s e c u r i t y bene- 
fits. Agreement is expected this 


week, and will be followed by 
an announcement on new ben- 
efit levels in advance of Mr 
Nigel Lawson's autumn state- 
ment on Government spending 
next month. 

The issue will be raised by 
the Opposition during the 
Hjpuse of Commons debate on 
tb£ economy tomorrow. Mr 
Gordon Brown, Labour’s Trea- 
sury spokesman, who will be 
leading the assault on the Gov- 
ernment’s strategy, 

said last night that Labour 
would “highlight the gro tes q ue 
unfairness of freezing child 
benefits and cutting public ser- 
vices W hile maintaining top- 
late tar cuts.” 

- Some Conservative back- 
benchers also warned that they 
would find “unacceptable” any 
decision to freeze child benefit 
Mr Robert McCrlndle, a leading 
Conservative campaigner for 
the benefit, said that such a 
move would be a “ considerable 
setback.” The Government 
already faces considerable 
backbench unease over pim 
to introduce charges for 


National Health Service eye 
tests and dental check-ups. 

Mr Moore gave a dear indi- 
cation of his intention to 
develop specific welfare pay- 
ments at the gr pgnug of univer- 
sal benefits in a speech in Pen- 
rith on Friday. He said that the 
Government would “design 

jnwi maintain hmuffei that gk» 

real help to the groups that 
society has said it wants to 
help: tow-income families with 
children, disabled people* pen- 


fihiid benefit is now fixed at 
a weekly rate of £7.25 per child 
and costs £4.5bn a year. An 
increase next year In line with 
inflation would have cost an 
ariitiHiwpi! £130m. 

Mr Neil Kinnock, the opposi- 
tion Labour leader, said that a 
freeze on child benefits next 
year, the fourth time since 1979 
that the payment has been fro- 
zen or not fully uprated for 
inflation, was a sign of “penny 
pinching meanness,” ayn fi y* 
“alibi” of directing family 
credit toward the most needy 
was "a pretence." 


Electricians’ leader hits out at 
TUG over trade union rights 


By John Qappor, Labour Staff 


MR ERIC HAMMQNP, general 
secretary of the EETPU electri- 
cians’ union. - yesterday 
attacked Mrs Margaret 
Thatewa Ganservativer.Gov-' 
eminent /for . ■ ^sfon^Kpg shoot, 
der to shoulder”/ with -'the'. 
Trades Union . -Congress 
dei&fog. 

to choose their: own trade 
union. . 

In . a speech' to the annual 
conference ofEESA, his 
union's non-manual section, 
Mr Hammond drew a parallel 
between the Government’s 
withd rawal of union rights at 
the GCHQ secret Commnnlca- 
tions centre, and the T UCs 
expulsion of the EETPU last 
month. Both bodies were, he 
said, “prepared to use the 
heaviest sanctions to secure 
their diktat.” 

The union is nevertheless 
supporting the TUC-backed 
day of action on November 7, 


in protest at the dfemi««i of 
union members at GCHQ, 
when Mr Hammond warned 
than could be power cuts. ' 

- His speech followed an ear- 
.lfer claim nat^ilje -conference 
:that the EKTflJ was ‘about to' 


[mergers wffir seven. anak^m- 
'associatkms in a variety of sec- 
tors - frirfnrtfag one curre nt ly. 
affiliated to the TUC. 

The estimate was made by 
Mr Roy Sanderson, EESA gen- 
eral secretary. He told the conr 
ference in Liverpool that the 
mergers would “open doaxs” to 
recruitment in industries in 
which the EETPU had never 
before been represaited. 

" Mr Peter Jones, secretary of 
the Council of Civil Service 
Unions, thanked % confer- 
ence for the EETPXTs support 
o ver the dismissal of four 
GCHQ staff. He believed that 
the Government had acted 


because it believed that the 
BBTfr P would not take action. 

The EETTU is to recommend 
its 40,000 members in the elec- 
tricity simply industry to take 
strike aqfion on November 7 in 
support -bf 18 union members 
at GCHQ. Civil sendee unions 
are 'alSQ tialKdmg menders. qn 
action. 

Mr Sanderson said the 
EETPU was having fiscussfams 
on amalgamation with the 
DeepSeaDlyaraA380ciaHbn.lt 
. was also talking to associa- 
tions in the fields of defen c e , ‘ 
education, the fire services, 
social services, textiles, and 
journalism. 

' Mr Sa nderson said that the 
EETPU was also trying to 
recruit 60 non-TDC staff associ- 
ations to the Confederation of 
Managerial and Professional 
Staffs, an umbrella body set up 
by the union for. those who did 
not want a foil merger. 


approve the change, should 
welcome prompter payment. 
From the management’s view- 
point, BOC says the dividend 
process will now be simplified, 
and suggests that its Novem- 
ber payout announcement may 
help point up statements about 
expected trading performance 

BOC does not intend the 
announced dividend Increase 
to be a precise reflection of 
expected earnings growth, 
however, although it says that 
“over several years” the two 
figures may be roughly similar. 
Over the past five years, the 
two have rarely moved In exact 
bmftern. 

Midland to 
lengthen 
retail bank 
hours 

By Michael Smifii 

MIDLAND Bank, one of the big 
four British clearing frawirq , 
has reached a deal with its two 
staff unions which dears the 
way for an increase in the 
number of Midland branches 
which open outside the UK’s 
normally restricted retail bank- 
ing hours. 

The deal, covering compen- 
sation to staff for providing an ’ 
extended service to customers, 
comes as Lloyds, another of 
the big four, has run into con- 
flict with its staff unions over a 
decision to keep branches open 
until 4.30pm. rather tnao 
&30pm. 

Midland’s agreement with 
the Banking, Insurance and 
Finance Union and the MSF 
general technical union covers 
payments for overtime and 
working on Saturdays in 350 
branches which the bank 
intends next year to keep open 
until 5pm. 

The Lloyds Bank Group Staff 
Union and BifU have Impnwtd 
an overtime ban in protest at 
Lloyds’ introduction of 
extended opening hours with- 
out consultation. 

The Midland agreement pro- 
vides for a reduction in the 
qualifying period for overtime 
from 30 minutes to a quarter of 
an hour. One of the areas of 
dispute with. Lloyds is its qual- 
ifying time of half an hour. 

On Saturdays, Midland will 
pay an extra 50p an hour to 
staff so that foil-day rate will 
vary between £3&50 for recep- 
tionists to £52150 for supervi- 
sors. Staff will be 1 given a day 
off in lied for working. Satur- 
days and additional a tflff ’will 
be provided to cover on ah 
agreed ratio basis. 

Bifu estimates that the 
extension of hours and the 

a greeme nt: ahnuld tngethar pa. | 

ate an extra 500 jobs in Mid- 
land’s network of 2,000 
branches. About 80 branches 
have been taking part in a 
pilot scheme on extended open- 
ing hours. 

The unions are to join the 
bank in encouraging staff to 
adopt flexible starting times at 
work as a way of minimising 
the need for overtime. The new 
agreement will come Into effect 
from November L 


NOTICE OF ADJOURNED MEETING 

of the holders of 

Landesbank Schleswig-Holstein Girozentrale 

A$30,000,000 14%% Notes due 1991 

NOTICE IS HEREBY GIVEN that the Meeting of the holders (the "Noteholders-) of the above-, 
mentioned Notes (the -Notes”) convened by landesbank Schleswig-Holstein Girozentrale (the 
“Bank") for 9 am (London time) on 18 th October, 1988 by the Notice dated 23rd September, 1988 
published in the financial Times and the Luxembourger Wort was adjourned through lack of 
quorum, and that toe adjourned Meeting of toe Noteholders convened by the Bank will be held 
at 1.30 pm (London time) on 4th November, 1988 at the offices of The Royal Bank of Canada, 71 
Queen Victoria Street London EC4V 4DE for the purpose of considering and, if thought fit 
passing the following Resolution which will be proposed as an Extraordinary Resolution in 
accordance with the provisions of the Fiscal Agency Agreement dated 3rd February, 1986 made 
between the Bank and Orion Royal Bank Limited (the "fiscal Agent”) and others relating to the 
Notes. 

EXTRAORDINARY RESOLUTION 

"THAT this Meeting of the holders (the -Noteholders-) of the A$30.000,000 14V«% Notes due 
1991 (the "Notes”) of Landesbank Schleswig-Holstein Girozentrale (the "Bank”) Issued under a 
Fiscal Agency Agreement (the "Fiscal Agency Agreement”) dated 3rd February. 1988 made 

between tire Bank and Orion Royal Bank Limited as Fiscal Agent (the "Fiscal Agent”) and others 
hereby:- 

(1) assents to the modification of the Terms and Conditions of the Notes (as printed on the 
reverse thereof and in Schedule 1 to the Fiscal Agency Agreement) proposed in paragrapMb) 
of the Explanatory Statement issued by the Bank and dated 23rd September, 1988, a copy of 
which has bean produced to this Meeting and initialled by the Chairman hereof and by or on 
behalf of the Bank for. the purpose of identification; 

(2) sanctions every modification, abrogation, variation, compromise of, or arrangement in 
respect of, the rights of the Noteholders and the holders of the Coupons appertaining to the 
Notes against the Bank involved In, or resulting from, the modification referred to in 
paragraph (1) of this Resolution or any substitution of debtor made pursuant to, and in 

■ accordance wttit, the Terms and Conditions of the Notes as so modified; and 

(3) authorises the execution of a Supplemental fiscal Agency Agreement In the form of the draft 
produced to ih Is Meeting and for the purpose of identification signed by the Chairman hereof 
to give effect to the modification referred to in paragraph (1 } of this Resolution. ” 


The attention of Noteholders is particularly drawn to the quorum required for the adjourned 
Meeting which Is set out below. 

QUORUM 

The quorum required to consider the Extraordinary Resolution at the adjourned Meeting will be 
two or more persons present in person holding one or more Notes or voting certificates or being 
a proxy or proxies whatever the principal amount of the Notes so held or represented by them. 

AVAILABILITY OF DOCUMENTS 

Copies of the Fiscal Agency Agreement may be Inspected, and copies of the Explanatory 
Statement, voting certificates and other relevant documents referred to above may be obtained, 
by Noteholders from the specified office of any of the Agents given below. 

FISCAL AGENT 

Orion Royal Bank Limited, 

71 Queen Victoria Street, 

London EC4V 4DE 

PAYING AGENTS 


The Royal Bank of Canada A.G V 
Gutieutatrasse8S, 

6000 FrankftirtiMain 1 


The Royal Bank of Canada (Franca) SJL, 
3 rue Scribe, 

75440 Paris 


The Royal Bank of Canada [Belgium )SJL, Banque Internationale a Luxembourg SJL. 
ruedeLignel, 2 Boulevard Royal. 

B-1000 Brussels L-2953 Luxembourg 

The Royal Bank of Canada (Suisse), 
rue Diday 6, 

1204 Geneva 

This Notice has been approved by Orion Royal Bank Limited, 
a member of The Securities Association. 


We made our reputation 
in Just over one hour. 

Thatfc how long it takes our Dash 7 to fly 
you from London City Airport to Pars. Our 
reputation is founded on service. 

Call our UnkUne: 0345 717383. — . „ 

otyclass ZI WBrymon 

TO RWtS FROM THE LONDON OTY ARPOHC SEVEN TIMES A DUE HVE CAYS A WEEK. The Secret'S OUt. 


The perfect printer for today's 
office? NEC makes It It's called 
the -Plnwriter P2200;and K 
produces letter-perfect letters at a 
speed of 56 qps. 



Get in sync with our Multisync 
Monitor —It automatically scans; 
ad frequencies between 1S.5 KHz 
and 35 KHz, which means it is 
compatible with all colour 
graphics boards that are IBM"*, 
compatible. 


Satellite communications until 
down to earth benefitsr-llke:. , 
bringing the world to every 
comer of Britain. NEC's . 
microwave radio systems help 
make corporate communications 
more efficient, worldwide. 



Can you top this? NEC's laptop 
computer. Just because it's light 
doesn't mean the NEC Multispeed 
is lightweight This Is one heavy 
performer. 


The true fax— NEKAX, a facsimile 
machine that sends text and 
graphics over the phone lines in 
seconds, and fits on your desk 
next to the phone! 


NEFWC tea 
trademark of 
NEC Corporation. 



Is anyone there? If you're using 
an NEC PBX and key phone 
system, that's one question your 
caller won't have to ask. Together, 
they make short work of 
complicated switchboard 
operations. 


NEC is proud to sponsor 
international sports events like : . 
the Davis Cup, the Federation Cup 
arid the fledgling world Youth 
Cup competition. Wfe also 
sponsor tne NEC World Series of 
Golf, and the prestigious Everton 
Football Club of the English 



Wi 



All Of Than. 

Surprise! NEC is one of the world's largest manufacturers of computers and 
communications equipment And because we are committed to seeing society 
benefit from the integration of these C8C technologies, the advances pioneered by 
NEC in all fields of technology touch your life every day. Which one is NEC? Now 
you know; we're all of them. And that's only the beginning. Because in the world of 
C8C, there’s more to NEC 



N^bansfis^ieOtnKkmarkafNBICorpmpIkjn. 


to fisttek&nrxitton please oo^ 

NQCtkxjse.1 Vktorktkood London m&JL or phone 01-200 0200. 


NEC 



















Defence research sites to 
merge into single agency 


By Lyntan McLain 

THE GOVERNMENT is set to 
merge its six defence research 
establishments into a single 
Defence Research Agency with 
powers for the first tune to 
make a profit and to raise capi- 
tal on the commercial market 

The agency is likely to be 
able to set salaries for the 
15,000 people employed by the 
establishments independently 
of Civil Service pay rates. 

It is likely to be given a capi- 
tal structure for the first time 
and be expected to meet perfor- 
mance targets and file annual 
reports. It will be able to keep 
the revenue and profits from 
commercial work, instead of 
giving it to the Tre asury . 

The defence research estab- 
lishments are some of the big- 
gest and most secretive govern- 
ment operations to be 
considered for a change to 
commercial agency status. 

They include the Admiralty 
Research Establishment, the 
Royal Aerospace Establish- 
ment, the Royal Armament 
Research and Development 


Establishment, the Royal Sig- 
nals Radar Establishment, 
the Chemical Defence Estab- 
lishment mod the Aeroplane 
and Armament Experimental 
Estab lishment . 

Duplication of facilities in 
the establishments is expected 
to be eliminated under single 
agency status, possibly putting 
some jobs at risk. 

The agency is also likely to 
be free to dispose of surplus 

fanrf. 

The Ministry of Defence said 
last week that it was about to 
discuss the options for the 
future of defence research with 
unions in the scientific Civil 
Service. 

The ministry is sensitive 
about the possible reaction to 
any change in the status of the 
defence research establish- 
ments in the light of the con- 
tinuing hostile reaction by the 
unions to the privatisation of 
Royal Ordnance. 

Blr Geaffery Pope, director of 
the Royal Aerospace Establish- 
ment, said last week: “The 


is to make all the dsfepes 
research and development 
establishments Into a single 
agency," 

The agency is the likely out- 
come of studies by the Ministry 
of Defence into options for the 
future of the research estab- 
lishments. The options are con- 
tained in a report prepared by 
an MoD team for the Controller 
Establishments Research and 
Nuclear. Final decisions are 
expecte d to be made by the end 
of the year. 

The aim is to malm the 
research bases more commer- 
cial and to distant** them from 
Civil Service constraints. That 
is in line with the Govern- 
ment's response to the recom- 
mendations of the Ibbs report 
an Whitehall efficiency. 

Options range from, putting 
an "agency" label on the estab- 
lishments to foil privatisation. 

NO option has been rejected 
but the MoD is understood to 
favour retention of the rfufaw 
research capability Jn the pub- 
lic sector. 


Newsprint plant plan studied 


By Kevin Brown 

REEDPACK, the paper and 
packaging group formerly 
owned by Reed Internationa], 
is considering building a £200m 
newsprint plant in Aylesbury, 
Buckinghamshire, possibly 
through a joint venture with 
an overseas partner. 

The Reedpack board is also 
believed to be looking at pro- 
posals for significant new case- 
making (cardboard packaging) 
capacity in the UK and The 
Netherlands. 

The proposals are in line 
with the strategy drawn up by 
Mr Peter Williams, Reedpack ’s 
chief executive, when the com- 
pany was sold to its manage- 
ment for £608m earlier this 
year. 

Mr Williams said existing 
capital expenditure commit- 
ments of about £300m would be 
earned through, in spite of a 
high level of debt incurred in 

financin g the buy-OUt- 



Feter Williams: Investment 
to pro cee d despite debt 

The Buckinghamshire plant 
Would produce 200,000 tonnes 
at newsprint a year from recy- 
cled waste paper - about three 
times Seedpack's existing 


capacity. Sales from the plant 
would be worth about £80m a 
year at current prices. 

Reedpack says its paper 
operations are less affected by 
external cycles than some of 
its competitors because its 
paper is largely made from 
waste, making it less depen- 
dent on swings in pulp prices. 

Under the expansion plans 
being considered by the board, 
Reedpack’s casemaking capac- 
ity would be increased by 
about 80,000 tonnes a year in 
the UK and about 40,000 tonnes 
in The Netherlands. 

The group recently 
announced plans to spend 
£l2m at its corrugated case 
plant in Hartlepool, Cleveland, 
to increase capacity by 50 per 
cent. The Investment was in 
response to increased demand. 

y to *rt pn r J t matte pre-tax prof- 
its of £5&2m last year on sales 
of £706m. 


Labour to 
consider 
balloting 
| changes 

By Chari— H o d g eo n 

LABOUR’S National Executive 
Committee is this week expec- 
ted to approve in principle 
pi«n« for a Bum to mem- 
fear one vote balloting in con- 
stituency parties for party 
elections as the first step 
towards overhauling internal 
party democracy. 

A resolution calling for one 
member one vote elections for 
the party leadership was 
approved at the party’s annual 
conference earlier this 'month. 
It is aimed at reducing the 
influence of left-wing activists 
in constituency parties and 
giving more power to ordinary 
members. 

The NEC is likely to ask its 
organisation subcommittee to 
look at the rule change and 
the possibility of extending 
«wi*» wwwiwr voting to odier 
areas, including the election of 
constituency members of the 
NEC and in the area of general 
policy homes. 

The move wimaf wnM 
of growing support among 
MFs and trade union leaders 
for a gradual redaction in the 
weight of the union block vote 
in party decision -making as 
the move to democratise 
the constituency parties pro- 
ceeds, 

Mr Robin Cook, Labour's 
health spokesman end an NEC 
member, said yesterday that 
the present weight of the block 
vote, amounti ng to more than 
90 per cent of the conference 
total, could hamper the party’s 
drive for mass membership. 

"There’s no doubt that there 
is a very serious problem In 
membership of the Labour 
Party when you find out that 
votes in the party conference 
are stacked in a way that gives 
the members of the party less 
than io per cent of the voting 
strength,” Mr Cock said. 

Speaking on BBC Televi- 
sion's On the Record pro- 
gramme, Mr Cook added that 
many union leaders s u pp o rted 
the move, which he stres se d 
should not be seen as a weak- 
ening of links between Labour 
ftwii nip union movement. 


French join British Telecom in 
bid for mobile phone service 


By H ugo Dixon anti Tony Dc 

FRANCE TELECOM has loaned 
British Telecom in its bid to 
operate a new type of low-cost 
mobile phone service. Tele- 
point, in the UK next year: 

The alliance opens up the 
possibility that BT may in tarn 
be invited to jean France Tele- 
com when telepoizxt services 
begin in France. BT has made 
dear in the past that it has 
ambHime to TnfMte tele- 
communications services 
across Europe. 

The intense competition for 
the choice of operating compa- 
nies to run the UK’s system, 
has resulted in 11 appheants 
for the two to four licences to 
be granted by the Government. 

The bWrimg underl i ne s the 
high interest that has built up 
in mobile communications 
over the past two years behind 
the rapid expansion of the cel- 
lular car phone industry. 

BT announced earlier this 
month that it was applying for 
a telepoint licence as the 

majority partixr to a joint ven- 
ture with STC, ti» UK informa- 
tion technology group, 
NYNEX, the US teteoommzzza- 


New York area, and an 
imnampd European organisa- 
tion. France Telecom is that 

The new generation of cord- 
less phones is expected to pro- 
vide a cheap alternati ve to edr 


Inter systems, based on a 
networ k of radio base sta ti ons 
aro und ttH» c ount ry in oonsptc- 
nous public places. Subscribers 
will he afate link Into the public 
telephone system via a radio 
from monte 

h an ds e t s to the base stations. 
British companies have high 
hopes of earning revenue by 
exporting both the phones 
themeeivea and the service. 

Various estimates have been 
aired for tire potential of this 
market, and some industry 
eanraitiv es have argued that 
Britain wQl only be able to 
support two viable companies. 

BT is only one of many com- 
panies Md/Hrtp fop the two to 
four trie p oini licences on offer 
in the UK. Its application has 
come in for heavy criticism by 
some competitors, particularly 

Ferranti, the UK electronics 
grou p, on the grounds that it 
m nM rir g TYtmit p the market. 

a was in response to this 
atticism mat BT decided to 
apply for a Eoence as part ol ft 
consortium. BT approached 
STC only a few weeks ago. 

Hut of the bidding cotnpa- 




tiros dear over the past few 
weeks, box the final list pro- 
duced by the Department of 
Trade and industry included 
two surprise applicants. 

One of these, the Tefepriat 
Retailers Consortium, is pro- 


posing to sell 80 per cant of tire 
ism pa ny to regional retailing 
companies. 

This idea is bring put «p by 
Ur Martin Dawes, who runs 
tire fourth largest service pro- 
vider for the cellular mobile 
system, and Mr . Daniel 
Kabarro* head of Inter City 


Staff expansion planned at chip plant 


By Terry Pod— o rt h, Industrial Editor 


LSI Logic. the US 
semiconductor group, expects 
to cre a te about 180 jobs fids 

year a t ft* SMmp f-hTp plant In 

Kent following the start of 
commercial production of its 
specialised Beml-ccstom chips. 

The Sdcop plant, taken over 
from the STC electronics group 
after it ran into flMnriai prob- 
lems In 1985, has been steodity 
stepping up o u t put of its chips 
throughout tire year. By tire 
end of December it is expected 
to hove about 200 employees on 
its payroll against just mete 
than 20 in Jaxmaiy. 

Expansion of the plant is 


cemtinoing with the invast- 
ment of a tatirer zrm by am 
end of this year, and next year 
tire company rim* to sebtevs a 
turnover rate or about can at 
the site. Ttits cu r apm e s with 
group sates which are more 
than ooa in Europe this year. 

Hie establishment of a maa- 
tibxadog oper a ti o n in tire UK 
is part of LSTs strategy for 
internati onal grow t h based ri 
production taeflittee ia the 
three developed chip markets 
of the US, Europe and Japan. 

Another new assadahJy phot 
at Brunswick in West Germany 
has bees stepping up xaodne- 


tkm this year, and tire com- 
pany has a parallel develop- 
ment ear « higb-voinme 
semiconductor - plant in 


Tmv 
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By Kevin Brown, 

Transport Correspondent 

BRITISH RAILWAYS Beard 




The second is a group 
backed by Mr Michael Davit of 
the Cable Corporation, which 
runs the Windsor television 
cable edema. Thte consortium 
fawhiriwi the consulting arm OK 
the Swedish telecomm unica- 
tions authority and Digital 
Mobile Conu aunica tf o a s . a 

mStetrf the 
bidders will be given to the 
Government fay tire Office of 
TriecOmnnntilBStines. the UK 
regulatory body, by tire end of 
tire year. 

The other applicants are: 
Motorola of the US and Shaye, 
tire UK groop which has ted tn 

T fulu mtij 

one of tire British pioneer*; 
Marconi, tire BEG subsidiary; 
Mercury, which competes with 




la cellular car telephones; Fhfi- 
ips, which has joined Bartleys 
Bunk and Shell, which are bath 
propos i ng their rites n base 
vadtanr. tire Ptessey riectron- 
fcs group; and Ratal, one of the 
two licensed cellular operators. 
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The growth in Enrobe nay 
also revive plana for a notation 
on tire London Stock Exchange 
tor the -European operations. 

LSI had wans fit a pobhe 
share tottrexetetetito tire Euro- 
pean hmttmtm ten year, tad 
these ware withdrawn for a 

Dihluiw Tfl fWOTg, frwtraMwff 

tire foot Bret tire company at 
that time was faxgriy * arias 

<ggnrbgrtton dependent on its 
Canfomia-based parent 





Harrods worker 
suspended 

AN SBffLOYXE of Hotrods, 
tnft fcPIlnOaCB q riff iHMm State* 

tore -boon uuftpended for 
uncantMs wattcr wittt 
tnutinraa blval Xfifotto, the 

wheat chief executive Ur 
“Tiny" Btftttftftd has opposed 

BUdOf woufiO w tne Ai 
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Swiss Bank Corporation and correspondent banking: 

Some of our best customers are other banks. 


and the Qty Airport to Lon- 
don’s Docklands (from tire lat- 
te: in association with Brymon 
Airways). 


spend about £5m during the 
next two years on developing 
its network, of European 
scheduled services. 


Jd W-y .\7iT 


This advertisement is issued in Compliance With the reqirircmetits of the Council of The Stock 


Financial strength, compatible technology, 
personalised service and flexibility 
are what you look for in a correspondent 
bank. 

We at Swiss Bank Corporation are 
traditionally committed to providing 
correspondent banking services 
to financial institutions around the globe. 
Assisted by the latest technology 
in all our operations and backed by 


Swiss Bank Corporation’s high product 
reliability, our multilingual account 
officers are fully equipped to provide you 
with the efficient, personalised, quality 
service you want in a correspondent 
banking relationship. 

Swiss Bank Corporation— your depend- 
able partner for edrrespondent banking 
in Switzerland and abroad. 


p m mrmK 






w Swiss Bank 
Corporation 

SdweizerisdwBankverein 
Soa'Stg de Banque Suisse 

The key Swiss bank 

GenorsIManagement in CH-4002 Basel, Aescbenpiatz 6. and in CH-8022 Zurich, Paradeplatz a Over 200 offices throughout SwtlzeriancL WorldwWw network (branches 
Kjteidtanea and ^Pf^ntetfves): Europaz Amsterdam. Dublin, Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, Munich, Paris! 
North Amertcw : Atlanta, Calgary, Chicago, Dallas, Houston, Los Angles, Miami, Montreal, New York. San Francisco. Toronto, Vancouver. Latin America: Bogota, Buenos 
Ames, Caracas, Uma, Mexico. Panama, Rta de Janeiro. Mo Pauio. Caribbean: Grand Cayman, Nassau. Mkkfle East: Bahrain, Cairo, Tehran. Afrioas Johannesburg. Asia- 
Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 

tintaa Zurich SBV1588A 


£3,200,000 
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BEDSPRING OR EGGCUP? 



. > Onfi',ih...a: , .jpiillion sees it as an 
eggcii^; His name is Nick Munro. : 

He first encountered said bed- 
spring while rummaging in the attic 
of his Chester home. Eureka! 

Suddenly, in Nick’s mind’s eye, 
the rust encasing the bedspring 
seemed to peel away. He peered at 
the erstwhile humble object and 
saw it in a new light. 

Burnished and silvery it was, 
adorning a tasteful breakfast table 
with a delicious, fresh boiled egg 
nesting neatly on top. 

As alternative uses for other 
humble objects began to crowd his 
mind, so did the thought that people 
might actually buy them. 

Nick wrote to Livewire, a scheme 
set up by Shell in 1982. Its aim is to 
help young people get their new 
business ideas off the ground. 


At Livewire, Nick found practi- 
cal ’adviee ^on: the nitty-gritty of 
premises, production, finance and 
marketing, the perfect counterweight 
to his flight of imagination. 

Now Nick is in business as 
Munro & Co. Designer Tableware, 
numbering Harrods and The Design 
Centre among his outlets. 

He’s also this year’s winner of 
the Livewire award as creator of the 
most enterprising new business idea 
we’ve encountered. 

The Livewire scheme is open to 
people aged 16 to 25. 

So, if you’re another Nick Munro 
(or you know someone like him) 
write to Livewire, Freepost, New- 
castle-upon-Tyne NE1 1BR. 

If the idea is everything you 
think it is, you can be sure we’ll 
provide a springboard. 


YOU CAN BE SURE OF SHELL 
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UK NEWS 


By Barry RDey 

LARGE BRITISH occupational 
P® 1 ® 101 ! fimda expect contribu- 
tions received daring this cal- 
endar year to fall by 17 per 
cent compared wiilrig®7:.; 

Net cash flow will- awing 
from baJancs to a significantly 
negative figure this year 
because benefit payments 
other distributions axer expec- 
ted to increase by 2 V5 per cent. ' 

M any are overfunded, in 
spite or last year’s stock mar- 
ket crash; some are having 
contributions holidays andoth- 
ers are reducing rates for con- 
tributors. 


from a survey covering 222 
large (£50m-plus) UK pension 
funds by Greenwich Associ- 
ates, the US-based consultancy. 
These formed a sample of a 
total universe of 350 corporate 
and local authority funds. The 
interviews were coxutooted l es t 
spring. 

The 350 funds have- total 
assets of £l55bn_ With contri- 
butions for 1988 of £44bn and 
outgoings of £8bn, the negative 
cash flow for these funds -is put 
at ELlbn. Nevertheless, assets 
are expected to increase by 31 
per cent during the next three 
years, reaching some £285bn by 
the end of 1991 due to i ncome 
on in vestments and expected 
capital gains. 

According to the survey, 91 
per cent of funds use external 
investment managers at least 
to some extent and 54 per cent 
use external managers only. 
Just 6 per cent are completely 
mamtgpH ixt-hoase. 

Difficulty in recruiting 
skilled investment managers is 
given as the main. reason for 


the low In-house proportkm. 

Thfi rate of hiring of external 
managers has been increasing. 
As many as 23 per cent of the 
' funds hired a new manages' 
during 1987. 

This may reflect the trend 

towards aBMtflfe Hter m tl ynirn. 
agers. More than BO par cent trf 
the foods employed three or 
more managers In 1987,. com- 
pared with 47 per cent foe pre- 
vious year. -- 

Sig nifican t numbers of the ; 
funds are planning, to adopt 
more varied investment teen- 1 
toques. 

During , the .next 12 months, 
ISrper cent expect tor start 
using options and futures (28 
per cent do already) and 14 pm 
cent will commons investing 
hr index funds (19 per cesit do 
now). A quarter of the funds 
are firmly opposed to the use 
of futures and options. 

The funds were asked Shout, 
their response to new personal 
pension legislation which has . 
allowed employees to opt oat 
of occupational schemes and 
set up their own iiersosal pen- 
sion pfo y pft . 

Measures . to encourage 
employees to remain have been 
implemented by 81 per cent of 
the .schemes. Many have 
sought to achieve this through, 
educational programmes. 

Only 11 per emit have not 
discouraged employees from 
leaving the scheme. On aver- 
age, the schemes expect that In 
practice about 3 per cent of 
members will leave. - - • 

UK Corporate Finance and 
Pensions. 1388L Greenwich Asso- 
* latest Office Park Eight, Green- 
wich, CT 06830, USA. 


Channel tunnel link 
rejected by CEGB 


By David Green 

THE CENTRAL Electricity 
Generating Board, has dis- 
counted the possibility of using 
the Channel famnrf .to accom- . 
modate a new 2,OOOMW power 
link with France. 

The board has held talks 
with Eurotunnel .but the idea 
has been rejected- because .of 
problems finding space for 
cables arid carrying out main- 
tenance and repair work. 

The disclosure that the 
CEGB had investigated using 
the tunnel came during the 
third week of the - public 
inquiry into plans to build 
Britain’s second pressurised 
water reactor nuclear power, 
station at Hmklay Point, Som- 
erset 

Objectors to the station have 
suggested that increased elec- 
tricity demand in the UK could, 
be met partly by laying a new 
power link for further imports 
at French electricity. 

The board is considering sev- 
eral possible routes for a sec- 
ond under-sea link but says 
there is no likelihood. of It 
going ahead in the foreseeable 
future. The first link was 
opened two years ago and is 
regularly used to import about 
L500MW of French electricity. 

Mr Sam Goddard, corporate 
director of the CEGB’s System 
Planning Department, told the 
HinUey inquiry that ideas of 
accommodating ca bl es on the 
tunnel's walls and on the sec- 
tion underneath the rail tracks 
bad been, considered, 


He said it would have been 
necessary, depending 4m the 
location of the cables, for one 
of the two rail tracks or the 
service tunnel to be closed dur- 
ing the repair of fenlte. 

There was also a problem of 
high temperature* Hkely to 
arise in the tunnel, said Mr 
Goddard This would be from 
an accumulation of heat from 
foe trains and their own elec- 
tricity supply, and heat associ- 
ated with power losses from 
the board’s cables. 

.Mr Goddard said he could 
recall calculations producing 
some uncomfortably high-tem- 


Mr Frank Jokin, corporate 
director of the CEGB’s Strate- 
gic Studies Department, said 
British companies talking to 
the board’s equivalent. Electri- 
city de France, about a new 
cross-Channel link might not 
find the idea so attractive 
when it came to signing con- 
tracts. 

This was because the price 
of electricity would not only 
reflect the cost of esta bl ishi n g 
a new link, but also of . the 
French having to guarantee a 
supply over a set period 

The companies, which 
include British Steel, see scope 
for direct purchase of French 
electricity after the UK Gov- 
ernment goes ahead -with its 
p bma to privatise the electric- 
ity supply industry. 

The inquiry resumes tomor- 
row. 


Crosby Securities (U.K.) 
Limited 

Please note that with effect from today 
our new offices will be 
located at 

8th Floor,. 

95 Aldwych , 

London WC2B 4JF 

Telephone (01) 962 9888 Fax (01) 831 4359 
Telex 264081 CROSBY G 


TYNE AND WEAR 

The Survey of 
Tyne and Wear 
will now be published 
on Friday October 28th 


The gas industry’s burning issue 

Max Wilkinson on the implications of a Monopolies and Mergers Commission report 


Christopher Price; Taking 
over amid some eonf mA^i 

Unit Trust 
Ombudsman 
starts work 

By Eric Short . 

MR CHRISTOPHER PRICE 
today takes up his duties as 
the Unit-Trust Ombudsman — 
a post created within the am hlt 
or the Insurance Ombudsman . 
Bureau, .... 

The aim of the Unit Trust 
Ombudsdman is to provide a 
complaints service for 
aggrieved unitholders within 
the financial. services regula- 
tory framework, unit trusts 
befog classified as investinents. 

However, Mr Price takes 
over nwfo jr miu nn iMiM of con- 
siderable confusion. 

The fTrwmHai services legis- 
lation requires regulating bod- 
ies to set np services to handle 
complaints from investors, 
although the policy of the 
Securities and Investments 
Board has been to build on 
existing complaint * y ****pa, 

Unit trust management, 
groups axe anthorised by the: 
Investment Managers’ Regula- 
tory Organisation (Imro). Tide 
has its own comphdnts proce- 
dure beaded by a “referee" - a 
designation it prefers to 
Ombudsman — althoug h it is 
still in the process of finding a- 

Unit trust management 
groups would be covered by 
he moo referee miwmii imi«« 
they opted to join the Unit 
Trust Ombudsman mfoame - 
Confusion arises, however, 
because the are not 

w i mpn H U ft. 

The Imro refe ree ha s for 
wider terms of reference thaw 
the Unit Trust Ombudsman. 
The referee can deal with 
fljrwntrf- any oT complaint, 
but the ombudsman cannot 
handle . r nmplatnts relating to 
unit trust pricing or invest- 
ment. 

The difference is not surpris- 
ing. The Imro referee has to be 
able to deal with a whole range 
of investment managers who 
are hnro members. Terms for 
the Unit Trust Ombudsman 
wer e draw n up af ter c onsulta- 
tion with the industry. 

So the Unit Trust Ombuds- 
man is for mare restricted in 
his complaints handling, 
thereby favouri ng the m anage- 
meat groups. However, to date 
only 35 groups out of about 150 
have joined the scheme. 

The other consideration Is 
cost Man age me nt groups have 
to finance the Unit Trust 
Ombudsman scheme directly 
in addition to their hnro fees. 
The referee service is Included 
in the Imro fee. 

Both sides are still negotia- 
ting to reach a compatible ser- 
vice. 


Electricity price 
t in mid-range of 
world charges’ 

By Maurice Samuelsoa 

UK ELBCTRICTrY prices are 
internatio na lly competitive in 
spite of this year’s increases, 
according to a repeat published 
today by the Electricity Cotm- 
cU^the Industry’s umbrella | 

The survey, carried out 
nnmmllv with foe aid Of 40 Util- 
ities in 20 countries, shows 
that prices for typical UK 
domestic and general indus- 
trial customers, which have 
increased by about 9 pear cent 
in the past year, remain in the 
middle of the range of prices in 
the developed world in general 
and the European Community 
in particular. 

Prices in West Germany and 
Japan were among the highest 
because of several factors. In 
West Germany, prices reflected 
the cost of installing ant i-poH a- 
tion equipment and protecting 
the local coal industry. Japa- 
nese utilities also incurred rel- 
atively high primary energy 
costs. 

The su rvey said household- 
ers in England and Wales pay 
an average &8Lp a kilowatt 
hour, less than in any off the 11 
other EC countries except the 
Netherlands and Greece. 

Industrial tariffs in En gland 
and Wales, at 4.20p a kwh, 
were the sixth dearest in the. 
Community. West Goman tar- 
iffs. at &23p a Info, were the 
most expensive; Denmark's at 

2£8n a kwh were the cheapest 

Mr John Marsh, the Electric- 
ity Council’s head' of tariff 
application, said the UK's com- 
petitive position * had been 
eroded by the appreciation of 
storting over the past year but 
its priced remained in the mid- 
range. 


T EE COL companies have 
not. welcomed the 
Monopolies and Mergers 
Commission repent last week 
on the UK industrial market 
even though It was intended to 
give them extra weapons to 
compete with their old adver- 
sary, British Gas. 

Mr John Ogren, chairman of 
the UK subsidiary a l Conoco, 
the Delaware ofl. company , raid 
the attempt to dislodge British 
Gas from its position .as sole 
purchaser of North Sea gas 
was “ill-conceived and unnec- 
essary.’* The private reactions 
of other large North Sea opera- 
tors have ranged from puzzle- 
meat to alarm. 

Even the Government seems 
as yet uncertain how the com- . 
mission’s recommendations 
can be Implemented, SO it Is 
dear flat Intense negotiations 
about the intricacies of North 
Sea gas field development have 
yet to take place. 

The commission said in its 
138-page report, entitled simply 
Gas; that North Sea producers 


Gas,- that North Sea producers 
should be allowed to sell only 
90 per cent of the output of any 
new fields to British Gas. The 
remainder, it Is envisaged, 
would be sold direct to large 
Industrial customers or to a 
broker. 

To facfUtate these sales, the 
commission proposed measures 
to weaken British Gas’s grip on 
the industrial gas market 

ft will be forced to stick to a 
published schedule of prices. It 
will also be required to sell 
cheaper "Interruptible” sup- 
plies to any customer. 

The object is to give poten- 
tial competitors a dear t ar get 
to aim at while preventing 
British Gas from using its 
monopoly position to undercut 
competitors one by one. 

In these conditions, one 
might expect quite a lucrative 
market to open up for ail com- 
panies selling direct from 
North Sea fields to Industrial 
and commercial companies. 


Prices paid by British Gas are 
now about I5p per foertn and 
could be as low as 13p. 

Yet 60 per cent of Its 1&000 

industrial and commercial cus- 
tomers who have guaranteed 
supplies are paying fer meed- 
mum price of 34.4p per therm. 

Since British Gas will not be 
allowed to charge over the 
odds for use of its transnissioii 
lines (say 4p to 6p per therm), 
it looks as If oil companies 
could make quite a bit of extra 
money by selling gas direct 

But with the exception of 
Bp's deal to sell gas from its 
Milter field direct to a Scottish 
power station, they have not 
been doing so. Why not? 

First, there was the conve- 
nience of an arrangement 
Which left British Gas with all 
the bother of ma r keting and 
distribution. Also, oil compa- 
nies have been reluctant to 
offend British Gas, whose con- 
trasts effectively decide the 
order in which new gas 
wQl be developed. 

The desire to keep on the 
right side of ihp corDQration 
has strengthened recently with 
the perc ep ti o n of a substantial 
surplus of gas in the UK sector 
of foe North Sea waiting to be 
developed in the mid-1990s.* 
According to industry esti- 
mates, this surplus could 
amount to about lbn cubic ft 
per day, or almost a fifth of 
present consumption. So the 
oil companies are jostling to 
get their projects on line first. 

Although this has resulted 
in hard bargaining on price, 
British Gas and Its major sup- 
pliers have shared a cosy per- 
ception that the monopoly in 
the industrial market is good 
for alL ft has meant, in asset, 
that prices for the industry as 
a whole have been higher than 
they would have been if the 
industrial market had been 
open to competition. 

British Gas has seen that 
one way to keep oil companies 
out of its market would be to 


Typical cotradi prices 
per therm 



The graph, taken from the 
MMC report on gas, shows foe 
band of typical prices in the 
industrial market far gas 
(with supplies guaranteed) 
against typical contract prices 
for gas oil, the main 
co m peting fuel. 

offer more fam nrahio terms in 
foe North Sea, while simulta- 
neously threatening to buy 
imports from Norway. North 
Sea gas producers, for their 
part, do not want to drive 
urices so hfo-h tiwri- thev lose 
their market to other fuels. 
Nor do they wish to follow the 
example of the US g*** indus- 
try, where surplus supplies and 
vigorous competition have 
driven wholesale prices to 
extremely low levels. 

It is not surprising, there- 
fore, that oil companies are 
unhappy with the 10 per cent 
rule which win force them to 
compete with' British Gas. 
They argue that 
of North Sea development wQl 
be worsened if they can oily 
guarantee selling the output of 
90 per cent of foe field. 

They may periums be right, 
that somewhat higher risks 
would justify a small increase 
in North Sea prices to British 
Gas. 

But that would mean they 
could sell the remaining 10 per 


cent quite cheaply to Industrial 
customers or to broken who 
are already preparing for the 
early 1990s when free ma rke t 
gas will become available. 

A small field with potential 
output of 25m to 50m therms 
per year might be able to sup- 
ply direct to one of the 20 or so 
sites which use more than 25m 
therms per year. 

As there are some TO sites 
more than 10m therms 
per year and 150 using more 
than 8m therms per year, it 
should be relatively easy for a 
broker to match a group of 
large custome r s with the com- 
plete or partial output of a 
number of fields. This would 
be good news for medium to 
large-size gas users and bad for 
British Gas’s profits. 

However, many important 
details remain to be discussed 
between the oil companies, the 
Department of Energy and the 
Office of Fair Trading. For 
ranwpfe. can the 10 per cent 
tranche come at the beginning, 
middle or end of a field’s life? 
Or must it be applied pro rata 
to British Gas’s off-take? 

This is important because oft 
companies often change their 
estimate of how much gas they 
can recover from a particular 

Hitherto Writiah fine Viag 
agreed to buy the whole con- 
tents of a field whatever it 
proves to be. What flexibility 
will oil companies be given to 
sell, say all of one field into the 
market, then foe whole of the 
next to British Gas? And how 
strict will be the rules about 
British Gas buying back 
unwanted 10 per cent 
tranches? 

The toughness of toe author- 
ities in answering these ques- 
tions will determine to a large 
extent whether the commis- 
sion's vision of a competitive 
market In gas becomes a real- 
ity or is smothered under the 
small print 

Gas: MMC report from 
HMSO.EHL30 


Big deficit 
on trade ‘to 
remain into 
the 1990s’ 

By Ralph Atkins, 

Economics Staff 

BRITAIN’S TRADE deficit Wffl 
remain big well into the 1990s, 
says a leading forecasting 
group in a report today. 

Ernst & Whlnney Indepen- 
dent Treasury Economic Model 

0tem) club predicts the cur- 
rent account will be In deficit 
by £13-4bn fols year. It is then 
expected to remain above 
ElSbn tn every year until at 
least 1992. 

The forecast suggests Mr 
Nigel Lawson, Chancellor of 
the Exchequer, was too opti- 
mistic even when he iH 1 
week that it may not be until 
1990 that Britain sees a sub- 
stantial improvement In the 
current account 

The Item club, a group of 
economists who use the Trea- 
sury’s model of foe econo my to 
draw up independent fore- 
casts, suggests Mr Iawson is 
right to say inflation will peak 
next year. It predicts a high 
point of almost 7 per cent 
early in 1989 and a slowdown 
to 5 per cent by the end of next 
year. 

However, it implies the Gov- 
ernment’s policy of using 
interest rates to control infla- 
tion will have only limited 
results. 

Inflation is forecast to fell 
below 4 per cent only in the 
last three months of 1990, 
bringing it in line with the 
average 1987 rate. 

It says: "ft is difficult to see 
them achieving tHiw earlier 
since interest rates are an 
extraordinarily blunt instru- 
ment for cutting back retail 
price inflation. 

“In fact it Is almost more 
effective to reduce interest 
rates in order to lower the 
retail price index housing cost 
component." 
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With office technotof 
you’ll want to see 


ogy 

ie th 



The new Potyform Reader is just 
one example of AEG Olympiad com- 
bined dedication to technology and 
innovation in the office. 

By reading, verifying and storing 
hand printed data, it not only saves 
you time but makes any organis- 
ation much more cost efficient in 
the process. 


Then with whole ranges of copiers, 
printers, WPs, typewriters and fax 
to the latest in “state of the art" 
micros, AEG Olympia has every- 
thing you need. 

And no matter how large or small 
your business, you can pick and 
choose from our compatible products 
to build an office system to suit you. 


To discover how getting behind 
our products will improve your 
business contact us. You may never 
look back again. 

Olympia Business Machines Co. Lid., '8&-205 OW Marytebona Rd. 
London NW1 SOS. To): Ot-262 6788. Fax: 01-723 1582. 


OLYMPIA 





•ending International Parcels and Documents UPS Is As Good As Taking Them There \burself 
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•Anyone can deliver parcels. But at UPS we bring a unique dedication to this task 
Because while we are usually the most economical, one thing 
that really matters to us is pur reputation for being the most trusted. 

A trust shared by every one of the Fortune U.S. 500. 

We have earned this reputation by performing our simple task with a passion. 

By recognising that in our business success is measured one delivery at a time. 
The UPS network now extends throughout Europe, 
the Pacific, Australia and North America. 

However, even including 600 million addresses in China, 
we cannot claim to be the best known international delivery service. Yet. 

But whatever happens, the strength of UPS will always be our service. Not our size. 
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United Parcel Service 

As sure as taking it there yourself. 
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NOTICE OF ADJOURNED MEETING 

of the holders of 

Landes bank Schleswig-Holstein Girozentrale 

A$50,000,000 13% per cent. Notes due 1990 

NOTICE IS HEREBY GIVEN that a Meeting of the holders (the "Noteholdera") of the above- 
mentioned Notes (the ‘‘Notes’’) convened by Landesbank Schleswig-Holstein Girozentrale (the 
“Bank") for 12 noon (London time) on 18th October. 1988 by the Notice dated 23rd September, 
1988 published in the Financial Times and the Luxembaurger Wort was adjourned through lade of 
quorum, and that the adjourned Meeting of the Noteholders convened by the Bank will be held at 
3.15 pm (London time) on 4th November, 1988 at the offices of The Royal Bank of Canada, 71 
Queen Victoria Street, London EC4V4DE forth* purpose of considering and. if thought fit, passing 
the following Resolution which will be proposed as an Extraordinary Resolution In accordance 
with the provisions of the Fiscal Agency Agreement dated 11th September, 1987 made between 
the Bank and Kredietbank SA Luxembourgeoise (the 'Fiscal Agent*) and others relating to the 
Notes. 

EXTRAORDINARY RESOLUTION 

'THAT this Meeting of the holders (the 'Noteholders') of the A$50,000,000 13% per cent. Notes 
due 1990 (the 'Notes') of Landesbank Schleswig-Holstein Girozentrale (the 'Bank') issued under 
a Fiscal Agency Agreement (the "Fiscal Agency Agreement') dated 1 1th September. 1987 made 
between the Bank and Kredietbank SLA. Luxembourgeoise as Fiscal Agent (the 'Fiscal Agent') and 
others hereby 

(1) assents to the modification of the Terms and Conditions of the Notes (as printed on the reverse 
thereof and in Schedule B to the Fiscal Agency Agreement) preposed in paragraph (b) of the 
Explanatory Statement issued by the Bank and dated 23rd September, 1988, a copy of which 
has been produced to this Meeting and initialled by the Chairman hereof and by or on behalf 
of the Bank for the purpose of identification; 

(2) sanctions every modification, abrogation, variation, compromise of, or arrangement In respect 
of, the rights of the Noteholders and the holders of the Coupons appertaining to the Notes 
against the Bank involved in. or resulting from, the modification referred to In paragraph (1) of 
this Resolution or any substitution of debtor marie pursuant to, and In accordance with, the 
Terms and Conditions of the Notes as so modified; and 

(3) authorises the execution of a Supplemental Fiscal Agency Agreement in the form of the draft 
produced to this Meeting and for the purpose of identification signed by the Chairman hereof 
to give effect to the modification referred to in paragraph (1) of tills Resolution.* 


The attention of Noteholders is particularly drawn to the quorum required for the adjourned 
Meeting which is set out below. 

QUORUM 

The quorum required to consider the Extraordinary Resolution at the adjourned Meeting will be 
two or more persons present in person holding one or more Notes or voting certificates or being 
a proxy or proxies whatever the principal amount of the Notes so heM or represented by them. 

AVAILABILITY OF DOCUMENTS 

Copies of the Fiscal Agency Agreement may be inspected, and copies of the Explanatory 
Statement, voting certificates and other relevant documents may be obtained, by Noteholders 
from the specified office of any of the Agents given below. 

FISCA L AGENT 

Kredietbank SlA. Luxembourgeoise. 

43 Boulevard Royal. 

L-295G Luxembourg 

PAYING AGBtfTS 


Kredietbank N.V„ 
Arenbergstraat 7, 
B-1 000 Brussels 


ANZ Merchant Bank Limited, 
65 Holbom Viaduct, 

London EC1A2EU 


This Notice hgs been approved by an authorised person for the purposes 
of the Financial Services Act 1386. 


CONSTRUCTION CONTRACTS 


Guildford 

office 

complex 

WILLETT, a Trafalgar House 
company, has been awarded a 
£17m contract to construct an 
office complex for Broadextra 
in Guildford. Surrey. 

Located off London Road in 
the centre of Guildford, the 
project will involve the con- 
struction of three office build- 
ings of varying sizes. The 
development consists of a 
four-storey “L” shaped block, of 
36,000 sq ft, a similar shaped 
three-storey block with 36^000 
sq ft of accommodation and a 
three-storey square shaped 
building, incorporating a base- 
ment and glazed at rium of 
54*000 sq ft. 

All three structures will be 
constructed on reinforced con- 
crete foundations with tradi- 
tional brick elevations and 
tiled roofs. 

The contract entails the 

jrwtallaHnn of all fin- 

ish big s, incl uding raised floor- 
ing throughout, fixing 
suspended ceilings, together 
with an electrical and air con- 
ditioning services. Completion 
is scheduled for spring I960. 


£34m motorway project 




DOUGLAS CONSTRUCTION 
has received two major con- 
tracts, a £34m contract for a 
further section of the M40 and 
a £26m contract for the events 
arena an d velodrome at Shef- 
field’s Lower Don Valley Com- 
plex. The £34m contract covers 
the construction of the Gaydon 
Section of the M40. This new 
section adjoins Douglas' pres- 
ent M40 Warwick South con- 
tract now under construction. 
The section of motorway will 
also include a bridge over the 
River Avon. Work on the 
mo torw ay is expected, to start 
in the near future and will be 
completed in about two years. 

Sheffield City Council has 
appointed the company as 


management contractors for 
the £26m main events arena 
and velodrome at the Lower 
Don Valley complex. This fol- 
lows last month's award to 
Douglas of the £17 3m contract 
for the afhtoif stadium at the 
same site. 

The velodrome wiD become a 
permanent train rug facility for 
our national cycling team, 
incorporating training pro- 
grammes for professionals and 
amateurs alike. Although built 
to the British Cycle Federa- 
tions specifications the 3,500 
seat facility can be used for a 
variety of other spectator func- 
tions. The events hall will host 
the gymnastics, basketball and 
volleyball events for the Stu- 


dent Games bat is also 
i tefiignnrt to host a multitude of 
other events with a seating 
capacity of up to 15,000 and a 
large floor iiaaignwt for maxi- 
mum flexib ility in 
type ftmetfona. 

Hie hnflrtlngs will rest on a 
raised public plaza with ticket- 
ing facilities and main 
entrance projected under a 
cable supported fabric struc- 
ture. The roof structure will be 
of long span, deep truss space 
frame design which win span 
to the pgHmwfan - of the hollaing 
with no need of tntmnnOintw 
supports. This will facilitate 
the easy location ami access of 
catwalks, H ghHng and g pnns 
systems. 


Entertaining the masses 


A major development in the 
entertainment industry takes a 
further step forward with the 
selection Of JOHN MOWLEM & 
CO to build the multi-screen 
cinema complexes planned for 
the UK by Warner Brothers 
Theatres. The work is esti- 
mated to be worth in the 
region of £120m 


APPOINTMENTS 


Board directors 
at Sun Life 


■ SUN LIFE ASSURANCE 
SOCIETY has appointed the 
following directors to its board: 
Mr Jean Peyrelevade, 

Chairman of fho Union dee 
Assurances de Paris, Mr 

Jflfi pmt-Hpnr i flon pnlirim, 

UAP International's managing 
director. Lord Donro, a 
member of the European 
Parliament, Mr Michael Rapp, 
deputy chairman of Capital 
and Counties, ar,f i Mr John 
Berkshire, chairman of the 
International Commodifies 
Clearing House. 

* SUN ALLIANCE has 
revealed a series of 
management appointments 
to take effect an January L 
Hie appointments are 
primarily changes of title, with 
Mr Roger Neville, chief general 
manager, redesignated as 
group chief executive. 

Mr Peter Quaile will become 
deputy group chief executive 

until trig mtjwnnwTt qq 


February 28. 9fr Rags’ Taylor, 

qm rw i t ly gMmral waiwpr rf 

Sun Alliance's UK nan-life 
operations, and Mr Brian 
Wright, head of Sun Alliance 
life, will become group 
executive directors. 


■ Mr Joe Seet has joined the 
London office of 
SCOTIAMCLEOD as vice 
president, flnnnre nmy 
in place of Mr Brian Sutton 
who has r eturned to the 
Toronto head office. 


■ Mr Jock (keen- Annitage 
has joined the board of 
ENGLISH AND SCOTTISH 
INVESTORS. He is chairman 
of Mezzanine Capital and 
Income Trust 

■ BRITISH LINEN FUND 
MANAGERS has appointed 
Mr Ewan Jeffrey and Mr Cofin 
KHpatrfck dire ctors. 


The scheme is a determined 
effort by Warner to encourage 
the family back to the dnema- 
going habit and to increase 
considerably present-day audi- 
ence figures. R»*h ffinana com- 
plex, or “multiplex' , will have 
up to 12 separate air-condi- 
tioned auditoriums, luxurious 
seating and decor and the lat- 
est 70mm projection, stereo 
sound and lighting systems. 
Restaurants, shops, bars and 


well-lit car parking for up to 
2,000 cars will complete the 

concept. 

Construction work will 
involve three major divisions 
of the Mbwlem group - Mow- 
lam Building; Mowlem North- 
ern and Mowlem Regional Con- 
struction. Work has begun on 
the first multiplex site in Bury, 
Manchester and will be fol- 
lowed shortly by other pro- 
jects, 


Scottish leisure scheme 


JT DESIGN BUILD of Bristol 
has been awarded contract 
awards amounting to £25m_ 
Two of the largest contracts 
have been awarded by Country 
Club Hotels. The company is 
RnaHging tterig n, for a start iQ 
the New Year, an an £8m hotel 
and leisure mmpiw at Dahnar 
boy, Edinburgh. 

A Grate I listed building is 
to be r e fUi t riah ed to house con- 
ference facilities and nine exec- 
utive suites wiffi new buildings 
to provide a further 106 bed- 
rooms, restaurant and function 
suite together with a leisure 
dub incorporating indoor pool 
and restaurant, squash courts, 

g y m, jawiarij annnw ami gnlf 

dub far tim two courses. 

A glmilar B m tr u ct for the 

«am» rflpnt haw atsrtw l neat 

Derby where JT is refurbishing 
a priory hnfiitiwg at BraadsaB. 
New bufldings will also pro- 
vide GO h»*™ning overlooking 
the golf course and outbuild 
ings win be transformed into .a 
leisure club. Valued at £6m, 
the overall development la doe 
for completion in 21 

In f r astr uc ture and bunding 
co n tr acts have been awarded 
by Sheraton Securities Interna- 


tional for phase 1 of Bristol 
Business Bmk. The £2Sn ini- 
tial inf ra st ructure works are 
on a 72 acre site adjacent to the 
M32/M4/M5 interchange north 
of BristoL The work consists of 
roads, services and drainage 
with extensive landscaping 
Tnrhvfrng lakes and fountains 
arranged around the main 
entry to tbe site. A £2An indu- 
ing contract Is due to start on 
site in January and is being 
designed for multiple occu- 
pancy. Arranged in a series of 
linked single and two-storey 
pavilions, the 33,000 sq ft build- 
ing will overhang one of the 

Inlaw m n w i By nrefw lynahn c. 
tion. 

Subject to detailed planning 
consent, Tandridge District 
Council has awarded a £3£m 
con tr ac t to desfrpi and bnfld a 
leisure pad at Station Yard, 
Oxted. The 56-week contract is 
due to start in January and, 
when completed, will provide a 
comprehensive swinnumg com- 
plex- Included in the project is 
file leisure pool with wave 
machine, a 70 metre flmna, 
water cannon, fountains and 

E yser, incorp orat ing a four- 
m 25 metre s wi m m i ng area 


Construction 

Invest in Quality 

-Solihull - 
Bracknell 


Felixstowe 

terminal 

extension 

PETER BDEtSE has won a 
imptm t± worth fiiQm from the 
Port of Felixstowe for an exten- 
sion to the Trinity terminal to 
provide an ad ditional 25 acres 
of paved area. 

The project includes a dredg- 
ing operation of about S^m cu 
metres of which 1.7m cu 
metres is to be dumped at sea 
anil riift remaining LSm cu 
metres is to be used far rector 
□ration to provide the addi- 
tional area of land. 

■ There is also 400 metres of 
sheet and tubular pile quay 
wall to be constructed. 

The contract has commenced 
anri >u»« a 62- week completion 
period. 


Building 

leisure 

centre 


TARMAC CONSTRUCTION has 
■ m am dim contr act ta hum a 
leisure centre planned for The 
Rank Organisation at the site 
of the former garden festival 
park in Stakeon-Trekt Weak 
will start immediately on the 
2&5 acre development which is 
scheduled for completion by 
the end of next year. 

Leisure attractions will 
include: An Odean eightflereen 
cinema, a 10 pin bownng arena 
with 30 lanes, a QBteksUver 
amusement park, a p izz e ri a 
and pasta re sta u ran t, a snack 
and refreshments bar, a Hot 
Shots 18 trifle snoota dub, a 
1990’s ice cream parlour, a 

mini flmfnir and 8B indoor 

outdoor Waterworid. 

The festival park leisure cen- 
tre Is expected to create 
around 300 jobs and is expected 
to attract around two mOUoa 
visitors in its first year of aper- 
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TIGHT SQUEEZE. 

SHARP SPREAD. 

When the Chicago Mercantile 
Exchange is trading, there can be 5,000 
people on what is cumnlfy the largest dear- 
span trading Boor in the wo rid (until we 
open our upper level trading Boor, and 
break our own record). 


In 1986. nearly 69 n^Han contracts with 
an average da3y value of $34 trillion were 
traded at the Merc. This volume means 
greater BquieBty far trades of o0 sizes. And 
the constant futures/ options arbitrage 
means tighter bkl/ask spreads, so traders 
of aH sizes hove unequalled opportunities 
to limit risk and enhance trading. 




Add to that our state-of-the-art clear- 
ing system, and you've got an exchange 
that runs smoothly, even on the busiest 
trading days. 

This is why the Merc handies more 
trading volume in foreign currency futures 
and options than any other exchange. We 
also have the leading equity index futures. 






as well as the largest short-term interest 
rate contracts. With Bquidity tike this, it's 
no wonder that you have the best chance 
of getting even the most difficult contract 
placed. 

And remember, in 1989 the Merc 
gets Clabex! 

Under an agreement with Reuters, 


we'B be able to offer 24-hour trading 
opportunities for those who dear through 
our dearing member firms. 

So, whether yooYe fracBng cotrendef, 

stock indexes, or interest rates caB the Merc. CHICAGO 


We'B grve you opp or t u n it ies as big as. we 
are. for further in f orm ati on give our London 
office a caff on 01-920 0722. 


MERCANTILE 

EXCHANGE 


1 E A G V 




I • 
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Summit Roy ins & Feldesman. 
r .r * Counselors at Law ' 


445 PARK AVENUE NEW YORK l6022 
' 212 702 2200 
• CABLE: The Lawman - 
Telex: 14-8376 

FAX 212 702 2295 


International 

Inquiries: 


MICHAEL A LACHER, ESQ. 


LEGAL COLUMN 


Solicitors face up to a recruitment crisis in all fields 


centre 


By Ra ymond Hugtm 

SOUOrrOMS, whatever their 
other finite, an not generally 
given to dramatic statements 
or hyperbole. So. when their 
governing body, the Lav Soci- 
ety of England and Wales, 
speaks - of a recruitment crisis 
in the protesdon it is reason- 
able to assume that there 
really te a problem. 

Earlier this year the Law 
Society published a report 
which stated that although the 
number of solicitors holding 
" tog certificates was ris- 
usm to 2J»0 a year, it 
fling to keep pace with 

Finns throughout the cotm- 
try were said to be experieno- 
tog severe difficulties la 
recruiting qualified solicitors 
mxd the shortage, the report 
said, existed in all fields: local 
and national gove rnm ent, law 
centres, commerce and Indus* 
try, as wall as in private prac- 
tice. • 

Figures are bard to came by. 
although Isobel Swanson, man- 
ager of the Law Society's 
Appointments Service, says 
She has some 2,000 vacancies, 
on her books and only 150 
applicants — numbers which, 
PCTto g ^jmto y the use of the 

The great demand, she says, 
is for people with two or three 
years’ experience and goal 
people can more or less name 
their price. She acknowledges, 
however, that these is a consid- 


erable regional variation in sal- 
aries being offered in private 
practice to graduates aged 24 
to 25 who have finished their 
articles - ranging from as Ht- 
tle as £12,000 in Wales, to 
£16,000 in the English prov- 
inces a nd to £19,000 to £20,000 
in City firms. 

Michael Chambers of Cham- 
bers & Partners, legal recruit- 
ment consultants, agrees that 
then la a crisis but sees it as 
concentrated to the smaller 
private practices. The big City 
fiLrms and . industry are 
"recruiting like mad," he says. 

Same Indication of what the 

grr p iT fcf firms am up a gains t 

was given by a. recent full-page 
advertisement in a legal maga- 
zine In which Allied Dunbar, a 
lea d ing company in the finan- 
cial sendees Industry, 
announced that it would be 
head hunting on 11 university 
campuses during the next two 
months. 

jm Davie, Allied Dunbar's 
head of recruitment, pays it is 
looking tor law graduates with 
a first or upper-second degree, 
who would be offered about 
£12,000 as a starting salary. 
Within three to live years, 
however, a high performer 
could hope to be earning up to 
£20j000 Idas a company car. 

The Irony is that the short- 
age comes at a time when the 
legal profession - 50,000 
strong and with an average age 
of under 25 - offers, as was 


recently pointed cuthy lawyer 
m ag azi n e , more opportunities 
than ever before, both domesti- 
cally and, with the approach of 
1992, in Europe. - 
Equally irinxic is the fact 
that, only a tow years ago. the 
recruitment crisis was pre- 
cisely the opposite to wbat it is 
now. The worry torn was that, 
in what was seen as aworid of 
decreasing opportunities for 


accept these strictures. In 1980, 
she points out. the UK was to 
the middle of a depression, 
firms were not recruiting and 
the Law Society was having 
difficulty placing solicitors 
who had been made redundant. 

Michael Chambers says that 
s tud ent s are screaming to get 
into the law faculties but there 
are not enough places tor than 
alL However, according to 


A significant number of law students said 
they were put off by the profession’s image, 
which was characterised, notably by women, 
as pompous and pedantic. 


solicitors as a result, tor exam- 
ple, of the loss of their convey- 
ancing monopoly, the profes- 
sion was going to be 
oversubscribed. - 

Michael Chambers believes 
that at that time the Law Soci- 
ety got it wrong and blames 
the society tor much of the cur- 
rent problem. He says «mt- to 
the early 1980s it put a ebnwp 

Ott arfmifflilnna tO ♦"*? profession 

and tightened up admissions 
requir ements, with the result 
that when the economy started 
to boom and dp m a nd acceler- 
ated there were nowhere near 
enough newly-qualified solici- 
tors to meet it. 

Isobel Swanson does not 


Gonlriens. the City solicitor, 
which surveyed 2,000 under- 
graduates reading law, history 
or economics, only 40 per cent 
intended to join the legal pro- 
fession. while 34 per cent of 
law students wanted an alter- 
native career. 

A significant number of law 
students said they were put off 
by the profession’s image, 
which was characterised - 
notably by women - as pomp- 
ous and pedantic. Many were 
discouraged by the prospect of 
farther training while some 
felt that a soJlritor's life was 
boring, monotonous or office- 
bound. Gouldens reported that 
a disturbingly large proportion. 


men and women, believed that 
they would leave the profes- 
sion after qualifying. 

The depth, of the profession's 
current c otcpto about the situ- 
ation was demonstrated by the 
feet that the whole of one day 
at the Law Society’s annual 
conference at Cardiff; which 
ended yesterday, was devoted 
to the problem of recriritment 

It included a career and 
recruitment fair, organised 
jointly with the Cardiff Law 
School, to which L000 or more 
students were bussed and left 
to the T rwrr ln* of more 

tfwn 50 exhibitors — large mid 
wiian law firms, local law soci- 
eties and the Crown Prosecu- 
tion Service - which had set 
UP their utalt* to the National 
Sports Centre. 

Insofar as it was possible to 
draw any conclusions from the 
somewhat unstructured confer- 
ence session on recruitment, 
the mato perceived reasons tor 
the crisis were the felling birth 
rate, competition from other 
professions, a bias in favour of 
university graduates as a gnfnst 
polytechmc students and 
school leavers. Inequality of 
treatment of women solicitors 
and candidates from ethnic 
minorities and, money. 

B was, however, money that 
loomed largest. Fir ms, it 
iffwng, are either unwilling — 
or, particularly to the case of 
those doing legal aid work, 
— to pay what it takes 


to compete successfully either 
with the hig (Sty solicitors or 
with other professions. The 
chairman of the 16,000-StTOIlg 
trainee solicitors group of the 
Law Society produced figures 
showing that the average 
starting salary of graduates 
entering accountancy is £8,740 

By contrast the equivalent 
Law Society minima for 
trainee solicitors are £6^)00 in 
the provinces, £6£00 In outer 
London and £7,200 in inner 
London. 

After the conference session 
many of those taking part hur- 
ried off to the recruitment fair 
to make their pitch to the cap- 
tive audience of students. It 
was noticeable that several 
City firms had thought it 
worth their while to set up 
stalls alongside their provin- 
cial colleagues. Among them 
was Linklaters & Paines, 
whose recruitment partner, 
David Lloyd, explained that, 
atthongh City firms were a big 
attraction, the competition 
between them for the top grad- 
uates was “gentlemanly but 
Intense.” 

However, the less fashion- 
able provincial firms with 
smaller resources could take 
comfort from the results of a 
random survey of student 
ambitions, conducted by this 
column, which suggested that 
notwithstanding its salaries 
London is not seen as the most 
attractive place to work 


LEGAL APPOINTMENTS 





-- - C: S",K*l 
*•'*: .7^' 'Sr i < 

‘-U- 

To 

% 

2 

T-.; Cic 


WATKINS 

STEWART 

&ROSS 

SOLICITORS 






£ CdY LEVEL + CAR + BENEFITS INCLUDING RELOCATION 

Watkins Stewart & Ross are a friendly, forward looking five partner firm. They are 
planning for the future in an area that retains aM its many attributes but is growing 
faster than ary other hi the country. 

The firm has appointed a Financial Services Group for their efients' needs and 
Masters to help with this reentfment 

They wish to appoint a sofcftor of partnership potential to consofidate and expand 
their increasing Company and Commercial, work which covers a wide spectrum 
relative to Private Companies and partnerships. Whilst based in Ipswich, the work 
^tre^idecfientsiixralheStJ£&(iTyofl&» 

The partners are fotaHyflextbte to thekatfihide to this position insisting only on 
someone with a minimum (but no maximum) of three years relevant experience 
induefing, perhaps, really first class Articles and with an ability and wish to give quick 
competent and constructive advice to clients whose interests are of gamine 
concern to the firm. '• 

The successfirf appficant wffl be expected to move to the Ipswich area if he or she 
has not the luck to be nvtog there already. 

Those who wish to apply .or- who would fifaeto team more aboutthe quality of life and 
work are i nvited to meet the Partners either to London or Ipswich, whichever is more 
convenient 

For more infor ma tion, please contact- 
AH«fafr ABari, Martort, 2 London WaH Bufltffngs. 

London Wal, London EC2M5PP. 

Telephone: 01-628 4200. 


- 


to 




Company Lawyers 



Our Company Departments atitentty engaged in a num^crfsubrtantial 
corporate and commercial Gty deals involving high quality .and often high 
profile. work.prvbehalf qf the broad range ofcort>orate clients for whom < 


one 


We do rratbver-ipeCKfise arid yduhgsoBcitons to our Company Department 
can expect to handle a 

^^gement^uy-<)utsand various other commercial transactions. 

W0 have a need for additional Assistants who possess at least 1 year's 
experience in Company/Commercial work who wish to Min exposure to high 
quality matters and be given the opportunity for responsibility and, personal 
development There are Partnership opportunities for more senior assistants 
and opportunities exist for postings to our office to Hong Kong. ; 


environment are amongstthe best among the Crtylaw firms. 


please writ& erKteinga oimcutom tbDwiis Reed _ - . ^ 

Stephenson HarwoocC One^ St Paul's Churchyard, London EC4M 8SH. 




COMMERCIAL LAWYERS 
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RANSACTIONS, TRADING 
- AND TROUBLE! 


c 

you provide the answers for both ns 
and our Clients? We are looking, for ambitious 
young lawyers to meet the demand arising from 
the continuing growth of our corporate com- 
mercial practice. Our Clients, with a wide 
spread of activities, are looking for practical and 
positive help in resolving a variety of commercial 
issues and problems. 

■You will be looking for the opportunity to make 
your mark in an unusually wide range of work 
from company acquisitions, disposals, joint 
ventures, through to the resolution of trading 
and commercial issues including business ana 
supply agreements, franchise and lic ensing 
arrangements, and on to advertising, promotion 
and product liability problems. 

You are likely to have been qualified for op to 2 
years with experience in the general c omm ercial 
corporate field. You will need a quick and prac- 
tical approach to issues, an unfailing sense of 
humour, an i n t e rest in dealing with people and 
an ability to work under pressure- 

If you are inte re sted in Joining a team of like 
mtoxkd please call Gavm McQoater or 

Patrick PmHipps on 01-236 0066. 


If 


would 


write with a full C.V. 


I prefer, 

allapftj 

21 Holborn Viaduct, Ijondon. EC LA 


to Hilton Wallace, Personnel Manager, 

CIA 2DY 



■1 


21 Halbom Viaduct, London EC1A 2DY. 

LONDON • NEW YORK • BRUSSELS • HONG KONG • BEIJING 


WANTED 

SENIOR LEGAL ROLE 
WITH INTERNATIONAL 
EXPOSURE 

BY 

Experienced, in-house commercial solicitor. 
Head s mall Legal Dept, 36, French/German 
speaker, confident, used to deadlines and high 
level negotiations. Experience: Acquisitions, 
disposals, joint ventures, complex commercial 
property, competition. Salary c £45K plus. 

Replies to Box A1029, Financial Tones , 

- 10 Cannon Street, London EC4P 4BT 



University of Strathclyde 


LAW SCHOOL 

ALEXANDER STONE CHAIR 
IN BUSINESS LAW AND PRACTICE 

The University of Strathclyde is pleased to announce 
the establishment of the Alexander Stone Chair in Business 
Lsvtf and Practice, generously endowed by the Alexander Stone 
foundation. In addition to expertise in traditional commercial 
law applicants should have an interest in recent developments 
of the subject which are of increasing importance, for example, 
insolvency or financial services. Experience in industry, 
commerce or the professions will be an advantage. 

The successful applicant will be expected to provide a 
focus for research in Business Law and thereby consolidate 
and enhance the existing strong reputation of the Law School 
in this field. 

Application forms' and farther particulars (Ref: 92/88) 
are available from the Registrar and Secretary, University of 
Strathclyde, Glasgow G1 1XQ. Closing Date far Applications: — 
28 November 1988. 
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Company 

Commercial 

Lawyer 

Salary circa £50,000 


3/4 years PQE 


Our dient is in the enviable position of having 
excellent quality ooflugy/connnsrcM wide 
across the spectrum erf diverse and 
interesting field. 

They now require a further solicitor with 3-4 
years post qualification experience to 
supplement their team. Ideally applicants wiH 
be highly motivated, ambitkxis and have the 
abilit y to cope with a demanding workload 
from the outset. 

To secure the services of quality lawyers our 
client offers an extremely generous salary 
padrage. This, cooked with excellent career 
prospects and a friendly working environment, 
tfw s rititf * 1 * 8 an <* *r«»ptTflna! opportunity 

Those b€>ld enough to rise to this challenge 
should contact us in strictest confidence. 


LEGAL SEARCH 
& SELECTION 

160 New Band Street, 
London WlY OHR England 
Telephone: 01-493 S51S 
(24 hour answerphone) 

Fax 01-491 7459 


PES 

J m 

imms 


msm 


Legal 

Appointments 
appear every 
Monday 

£25 

Per Single 
Column 
Centimetre 

£28 

Premium 

Positions 

For Further 
Information 
Contact 
01-248 8000 

Elizabeth 
Rowan 
Ext 3456 

Wendy 
Alexander 
Ext 3526 


ALLEN & OVERY 


m jK mq pride ourselves on our reputation as energetic lawyers 
W who solve problems and get deals done. The fact that 
we provide this service in an informal and friendly way is a real plus 
as far as our clients and our own staff are concerned ■ like other: 

major City solicitors, we have a first-rate international practice 
with offices in London, Brussels, Dubai, Hong Kong, New York and 
Tokyo ■ VJe also have an impressive list of clients and undertake 
top-level work in all the areas of legal expertise you would expect 
tofind in a leading City practice. But, in the end, it is bur direct, 
constructive approach to clients* business which makes us rather 
special —to our clients and to our staff . 


To find out more about us, 
contact Christopher Waiford at: 



•r.v 



SOLICITOR 

Eno. or of Bncsn'i Ingest and ns dynamic companies, a 
locking for a young solicitor to joa its Legal Depaiuacac. Its 
buxmeu extends (ram Notth Sea exploration and p roduc t ion to 
one of tte biggest refining and operations in the 

country. A 3 lawyers j o ining Esso are captrinl to take immediate 
responsibility foe legal advice to all levels of dm Company's 
management. Tile successfu l ap p hcmt wB thud bt t be ujwi t d 
to sboor die foOoarmg; 

■ Enthusiasm, norm*? and the ability co give lo&oiiatrec advice 

on complex nsues «n a coounacial context. 

■ yian telenu poor qiuUkation apetiaer in indUatiy or in 
tire canuneraal depattnamc of a prime Gzm. 

■ Age nee mere than 30 . 

UatuHjr based n Central London, it k an ticip a ted tbu as pazx 
of oar Had Office’s relocation, the Legal Department will be 
tsonng to a new porpose-bmk office in an a t aactin. l o mm at 
Loihohni Surrey m 1990 . Relocation Haisuiicr will be 
prcnnded where a ppropr ia te. A faUy co m pc tin ve salary wiH be 


>~I 4 i 


H ose send a fall CV «*r Head of Reatatmeac. Esso 
Fknolcmn Cornpmy L ag ged. Easo Hook, Viceoeu Street. 
London SWlESJw. _ 


r 





Hughes-Casfell Ltd 

London and Hong Kong 


Quality at work 


ISI 


begat Recruitment & Executive Search Consultants 

COMPANY / COMMERCIAL 

Solicitor, either newly qualified or with up to two years experience, required by- recently 
merged London firm. 

The department handles the full range of corporate and c omme rcial transactions for a 
growing number of public companies, merchant and clearing banks. The work includes 
flotations, mergers, acquisitions, venture and development capital schemes, management 
buyouts and corporate restructuring. 

A good academic background combined with technical skills and the ability to develop 
within a challenging environment is required. In return the successful applicant will receive a 
competitive remuneration package and the opportunity to subs tantially develop their 
expertise and prospects for advancement. 

Apply m confidence to Hughes-CasteO:- 


77 Boff Court Fleet Street London EC4A 3DU 
Telephone 01-583-0232 FAX 07-353-9848 


ALLEN a OVERY 

9Cheapside 
London EC2V6AD 
Tel: 01-2489898 


London 


Brussels 


Dubai 


Hong Kong 


New York . Tokyo ; " 




STrFsl 


c£25,000 


This is an i mpo rtant opportunity to join an expanding Giry bank where 
you will work closely with its legal adviser. 

Applications will be accepted from qualified 'solicitors with two years* 
post qualification experience. You will most likely fee employed in either 
banking or with a firm of City based solicitors* •' 

Contact Norma Given. 

LONDON HONG KONG MIDDLE EAST SINGAPORE SYDNEY 


Recruitment Consultant* 
No. 1 New Street, (offBishoi 
Telephone: 01-623 1266. 1 


Be), London EC2M 4TP 
01-6265258. 


USE YOUR LEGAL BACKGROUND IN A BROAD COMMERCIAL ROLE 
LONDON BASED c. £35, 000 + EXTENSIVE BENEFITS 



m 


This leading $multi-bIllion consumer services group is projecting sales growth in 
Europe of around 25% p.a. over the next five years. The licensing function Is central to 
the development of new markets and strengthening of existing ones. As Head of 
European Licensing your brief will be to identify and select new licensees whilst 
monitoring existing licences. 

Reporting to the European President, the role will be highly autonomous and will 
involve extensive International travel. This is a unique opportunity for a far-sighted 
individual with a legal background to develop their career within a dynamic 
commercial environment, where drive, commitment and commercial acumen are valued 
as highly as professional qualifications. A command of a second European language 
would, however, be a definite advantage. • 

Intensive induction will be provided for the appointee, both in the US and Europe. In 
foe longer term, career opportunities will arise worldwide, both in foe areas of licensing : 
and legal specialisation. 

Please write^enclosing foil CV, quoting Ref: A2Q1F, to Ian R. Heiherington at 
Mervyn Hughes International limited, ManagementRecraitment C on sultants , <53 
Mansell Street, London El 8 AN. Telephone: 01-488 4114 




iijrR. 

m 
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Trade Fairs and Exhibitions: UK 


Current 

British International Motor 
Show (01*235 7000) (until Octo- 
ber 30) 

NECJ toninrium 

October 24-28 

Busi “Cas Show : 

(01*868 4499) 

_ . • • Earls Coort 

October 25-28 

Ba ilfling Exhibition - BUILD- , 
ING (01*486 1951) 

_ Baris Court 

October 25-27 1 

JJdJ. „ Handu ne Exhibition , 
(01*680 7525) 

Wembley Conference Centre ! 
October 27-30 1 

Home and Leisure ns«hihi*irm 
(0253 25252) 

Winter Gardens. Blackpool ■ 
October 28-29 

Cash & Carry Fashion Fair (01- 
727 1929) ! 

Kensington. Town Hall 
November 1-3 • . , 

Company Asset H>a sfog Exhi- 
bition and Conference (07072 j 
75641) 

Barbican 

Overseas Exhibitions 


November 1-3 

Northern Food and Drink 
Show ( 01-488 1951) 


November 1-3 

JTK3C- Tbe .Infnr rnaHnq Tech- 
nology Exchange Exhltrftf wi 
(01-940 8065) - 

Btttent 

November 1-6 

Kensington Antiques Fair 


FARLIAMENTARY 

. Today 

Commons: European 

Coroumnity (Finance) BUL 
jpom w iW ff 1 

Motion onLqcal Government 
(Ereacrtbea Expenditure) 
; (Am e n dme at No> 2) Begula- 
tlom. ' 

Lords: Housing Bill report 


Kensington Town HaH 
November 3-6 

London Money Show - MONEY 

<01-940 2244) 

Olympia 

November 8-10 

World Trade Services (Freight 
& Export) and Con- 

ference (01-727 1929) 

NEC, Wniriw|fc>m 
November 8-10 

Accountants and Ranting 
International Exhibitions 

(01-749 9535) • 

Barbican 


Current 

International Trade Fair SIN- 
TRA (01-834 5082) (until Octo- 
bers!) 

Seopf 

Current 

International Electronics 
Show- INTSON (Dublin 900600} 
(until October 28) 

Dublin 

November 6-8 

Lingerie and Hosiery Show 
(01-499 7291) 

Paris 

November 7-11 

International Agribusiness 
Exhibition and Conference - 
AGCHINA (01-940 3777) 


November 8-12 

International Technical Exhibi- 
tion (including engineering, 
welding awl mewicni educa- 
tional textiles) (Ql-488 1951) 

Jakarta 

Novem b er 9-12 

International Home Furnish- 
ings and Appliance Show - 
JAPAN HOME SHOW (01-486 
1951) 

- - - Tokyo 

November 13-17 
International Refrigeration, 
Ventilation, Air r/nidfti<w»in|r 
and Heating Exhibition — 
REVAC (01-940 3777) 


Business and management conferences 


uctober24 

The Economist 1992 The new 
Europe - Getting to grips with 
the competition (01-839 7400) 
Park Lane Hotel, London W1 
October 25 


Leatherhead Food RA: Innova 


tion in the food, and drink 
industries (0372 376781) 

Regents Park, London NW1 
October 25-26 

International Business Com- 
munications: Managing LDC 
debt (01-236 4080) 

London Press Centre, EC4 
October 31-November 1 
Financial Times Conferences: 
Professional personal comput- 
ers in the 1990’s (01-925 2323) 
Hotel Inter-Continental, 
London W1 


November 2-4 


The British Production and 
Inventory Control Society: 
Integration for success (0279 
56695) 

Metropole Hotel, Binning- 


Novemer 7-8 

Financial Times Conferences: 
The World outlook for mobile 
communications (01*025 2323) 
Hotel Inter-Continental, 

Ijmftan Wt 


November 7-8 • 

The International Franchise 
Asso ciation: The elements of 
successful international fran- 
chising (01-630 7111) 

Sheraton Hotel, Brussels 

November 9 

The Business Enterprise Unit: 
Europe 1992 - Meeting the chal- 
lenge of the single market (0332 
291732) 

Albany Hotel, Nottingham 


November 9-10 


Taxbriefs: Lite assurance and 
pensions conference (01-250 
0967) 

Royal Garden Hotel, London 
W8 


November 7.., -November l»' 

E aromjcrn^y: ^Intc^rdatidnal 1 ’ International Herald THBuftfc 
mergers and acquisitions Mergers and acquisitions 
(01-236 3288) (01-379 4302) 

The Plaza Hotel, New York Park Lane Hotri, London W1 


Anyone vrisfang to attend any of the above events is advised to 
telephone the organisers to ensure that there ttttoe been no 
changes to the details published 


FINANCIAL TIMES CONFERENCES 

THE WORTH OUTLOOK FOR 
MOBILE COMMUNICATIONS 
London, 7 & 8 November 1988 • 

Mobile communications is one of the fastest growing sectors 
of the telecommunications market This two-day c o nference 
will look at the rapid changes that are taking place and the 
many factors which alTect the progress of mobile 
communications. It will also examine the practical 
implications that most be addressed by telecom enterprises as 
weO as the range of opportunities now being opened up in' 
both equipment and services. The speakers will include 
Robert Atkins, Parliamentary Undo 1 Secretary of State for 
Industry, Stephen Pascal!, Commission of the European 
Communities. Koubei Nishino, Nippon Telegraph & 
Telephone Corporation, John Carrington, British Telecom 
Mobile Communications, Gerry Whent, Racal 
Telecommunications Group and Annin SQberboro of the 
Deutsche Bundespost, Charles Coe, President of BellSouth 
International will look at developments in - mobile 
communications in the US and- Maurioe Rcxny, Chairman 
and Managing Director ■ of Matra will give a French 
perspective. 

PRIVATE HEALTH CARE 
London, 29 & 30 November, 1988 

This conference will examine major issues facing, the private 
health care sector in Britain including the importance of 
co-operation between the public and private sector,' employee 
health care, new dimensions in heal t h insuran ce and the care 
of the elderly. Speakers will include: David MdUor, Minister 
of State for Health; Robert Graham, BUPA; David W3tetts, 
Centre for Policy Studies; Harriet Harman, Opposition 
Spokesperson on Health; Marvin Goldberg, AMI; John ' 
Chawner, BMA; Derry Andrews, Sun Alliance Health First; 
Peter Townsend, Bioplan Holdings; . Paul Stacey, Nuffield 
Health Care; Ken Grant, City & Hackn ey District Health 
Authority Professor Jan BUuipmn, Chairman of the ■ 
European Health Policy Forum.. The conference wflL be 
chairedby William' Lmng~ of Laing & Bmsson and Professor 
Alan Maynard, Director of -the Centre for . Health 
Economics. 

EUROPEAN BUSINESS FORUM - B92 AND AFTER 
Rome, 1 & 2 December 1988 

This biennial conference has become one of the most 
successful events on the Financial Tunes’ calendar. This is 
the Monnet Centenary year as well as that of the Financial 
Times and Valery Giscard d’Estamg, the former French 
President, has accepted the invitation of the Financial Times 
to deliver the Jean Monnet Memorial Lecture which /wOJ be 
the main feature of the second afternoon fonum Giw™ 
AsmelH. Carlo De Benedetti and Romano Pbcxfi *fll be 
«Sone the leading Italian speakers and the cteur wffl be 
Sen® by Denis Healey and by Carlo Rjpa di Meana, 
Member of the Commission of tbe European Co mm u n it ies . 
Other contributors include Leon Britten, Former Secretary of 
Xte for Trade and Industry and European Commissioner 
Designate and Bettino Craxi. Former Prime Minister of 

Italy- 

AH enquiries should be addrwscd to the 
Financial Times Conference Oi^UMsation, 

126 Jermyn Street, London SW1Y 4 UJ. 

T< .». n 1-925 2323 (24-hour answering sennee) 

SL- FT CONF G Fig 01-925 2125 


Commons: Opposition day 
ddmte “The state of the econ- 
omy." 

Boad Traffic BUI, Road Traf- 
fic (Consequential Provisions) 
BUI and Road Traffic Offenders 
" fU)T , third readings. 

Lords: Health and Medicines 
BHL third reading. 

Housing Bill, report 
Select committees: Members’ 
Interests; subject, parliamen- 
tary lobbying. Witnesses: pub- 
lic policy consultants; GJ.W 4 
lari Greer Associates. (Roam 


Committees on Private BBhc. 
Associated British Ports (No. 
North Kfllinghohne Cargo 

XermlnaL (Room 6 , 11 ajn.) 


fli um m w w; T»h|b gramdmentg 
to the Housing (Scotland) BHL 
-Motions on the Scottish 
. Community Charge Regula- 
tions.. •••--- 
Lords: Housing Bdl, report. 

Church of England (Pen- 
sions) Measure. 

Select committees: Agricul- 
ture: subject, land use and for- 
estry. Witness: Forestry Com- 
mission (Room 20, 10.30 ajn.) 

Env i ro nm ent: subject, toxic 
waste. Witness: CBL (Room 21, 
1&30 am.) 


Defence: subject: future of 
the Brigade of Gurkhas.. Wit- 
ness: MOD. (Roam 16, 11 rim.) 

Energy: subject; Northern 
Ireland Electricity report and 
accounts for 1988. Witnesses: 
officials from Northern Ireland 
Electricity. (Room 8, 11 am) 
Home Affairs; subject, foren- 
sic science service. Witness: 
Home Office. (Room 15, 4.15 
pm.) 

Transport; subject, air traffic 
control safety. Witness: CtvU 
Aviation Authority. (Boom 17, 
4 15 pm.) 

Treasury and Civil Service: 
subject, international mone- 
tary Co-Ordination. Witness: 
Sir Ktt McMahon, chairman of 
Midlard Bank. (Room 8, 430 
pm) . 

Committees on Private BlUs: 
Associated British Ports (NO. 2) 
and North Kfllinghohne Cargo 
TetmJnaL (Room 6. lp 30 am) 

Thursday 

Commons: European Commu- 
nity (Finance) Bill, remaining 
stages. Motion on Housing 
(Northern Ireland) Order. 

Lords: Housing P fll. report. 

Parliamentary Constituen- 
cies rSwitlawitV rt<nHf»narwMifl 
Changes) Order 1988, motion 
for approval. 

Committees on Private BHtsr 
Associated British Ports (No. 2) ' 
an d Northern Killingholme ■ 
Cargo Terminal (Room 9 , 1030 
am.) • * 

rnaay 

Commons: Debate on disposal 
of radioactive waste. 
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Residential 
Properly Adver tising 

APPEARS 

EVERT 

SATURDAY 

Rate &40 per 

Single Column Centimetre. 

Tel CAROL HANEY 
01-489 0030 
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. Every now . and again something 
comes along that can change your whole 
way of working. 

Like the stylish British Telecom 
HS20. It's a rather neat idea. An excep- 
tionally clever phone, combined , with 
a thoroughly modern fax, designed 
especially for personal use. In fact, it’s j 
hardly much biggdr than this advertise- 
ment, so will fit comfortably on your 
desk. Allowing you to send a fax as J 
easily as making a phone call. 

By being on your desk, you’ll receive 
a fax the moment it’s sent. And not 
having to share a tax machine means you 
can send faxes as soon as you’re ready. 

The HS20 has all the features you’d 
expect from both a fax and a phone. 




Like one 
touch dialling, which 
saves time by storing your 
most frequently used numbers. And you 
can even use it as a personal copier. 

The HS20 will let you receive secret 
or sensitive^uirmessages in complete' 
confidence. Not only can someone send 
a document to your own personal 
terminal, they can check you’re there 
to receive it, via the telephone. 

The British Telecom HS20 is just one 
model in our wide range of fax machines. 

All of which have one thing in 
common. The reassuring back-up of 
British Telecom, one of the worlds 
largest telecommunications companies. 

Now if you’re thinking that all this 

British 

—TELECOM — 

Ifs you we answer to 



technology would cost the earth, then 
you’re in for a surprise. Because, perhaps 
the British Telecom HS201s most remark- 
able feature is its price. Just £1295! 

For further details, call us free on 
0800 800 810 anytime, or send us the 
coupon below. You will also find British 
Telecom fax machines in good office 
equipment retailers. 


»« roaiiHH nrte/l prk» aw lading mx 




Please Bead me more information about the British Telecom HS20 fax. 


Position 


Company 


Postcode 


Telephone 


To: British Telecom, Pax Sales Office, PEE E POST 800, London SW1W SYS. 
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W est Germany’s 
insurance compa- 
nies are facing a 
period of uncer- 
tainty as they line up for the 
European Community’s 
planned free market in finan- 
cial services after 1992. But the 
biggest question of all probably 
confronts Gerling, the private- 
ly-owned group which has 
carved out a distinctive nfah<» 
in insuring industrial risks and 
now ranks among Germany's 
top three insurers. 

Industrial insurance in Ger- 
many is likely to see some of 
the toughest competition once 
the barriers to cross-border 
business come down. Even the 
biggest of the foreign groups 
now eyeing the lucrative Ger- 
man market will think twice 
about attacking mass retail 
insurance, where they will 
incur heavy costs in building 
up a sales force. But industrial 
risks are another matter, and 
many observers expect that the 
competition to win business 
from Germany's big companies 
will be cutthroat 
Gerling's status as a private 
company in a world of public- 
ly-quoted giants makes it more 
vulnerable than most, assum- 
ing, as many analysts do, that 
size and economies of scale 
will become increasingly 
important after 1992. 

Thus, some observers doubt 
its long-term ability to survive 
in its present form, while oth- 
ers see it as a prime takeover 
target for one of the many for- 
eign groups keen to expand in 
Germany. 

The fact that Hans Gerling, 
the present owner, has just 
turned 73 plays no small part 
in their calculations. 

But the ability to survive has 
been one of Gerling's most dis- 
tinctive characteristics since 
being founded in Cologne in 
1904 by Robert Gerling. Owner- 
ship passed on his death to his 
son, Hans, who built up the 
company, and then rebuilt it 
after the Second World War. 

Under him, g ro u p premiums, 
including all its domestic and 
foreign activities, have climbed 
to around DM 6.5bn <£2bn) 
now. some 4 per cent up on 
1986. The company predicts 
slightly greater growth this 
year. 

Results for the ultimate 
holding company, GerUng-Kon- 
zern Versichersungs Beteili- 
gungs, are not revealed, 
though the main subsidiares 
report separately. Among 
them, Gerling Globale Ruck- 
versicherung, the re-insurance 
arm. notched up premiums of 
DM Llbn for DM l£ba if inter- 
group business is included) in 
1906-87, ranking it among the 
top four companies - though 
way behind the Munich RE, 


West German insurance 


Cut-throat competition will 


test Gerling’s private status 

Haig Simonian on the outlook for a key player in industrial risks 



the world leader. Gerling 
Lebensversieh erring, the life 
insurance unit, accounted for 
DM 1.4bn in premiums last 
year. 

More recently, the group has 
set up special offshoots for ana- 
lysing and managing risks 
such as environmental and 
product liabilities. 

However, industrial insur- 
ance remains Gerling’s bread 
and butter, typified by its slo- 
gan as “the insurer for indus- 
try." When it conies to indus- 
trial fire, transport or liability 
policies, Gerling is number one 
in Germany, even ahead of 
giant rivals like Allianz. 

Premiums at Gerling AHge- 
meine Versichsrtmg, the core 
industrial insurance unit, 
amounted to DM 2.1bn last 
year - some 32 per cent of the 
group total The company is 
the only part of the Gerling 
group to have any outside 
shareholders, with about 14 per 
cent of its shares held by the 

A number of b anks 
would probably be 
delighted to take 
the group public 

general public - usually mid- 
dle-sized companies or their 
owners, many of whom are 
known to the Gerling family. 
The shares seldom change 
hands. 

Many of Gerling’s other 
activities tend to be derived 
from the mainstream indus- 
trial business. Thus, its life 
insurance activities are often 
directed towards the senior 
management and employees of 
the major companies whose 
risks it insures, rather than the 
general public, making it even 
more dependent on industrial 
business and further vulnera- 
ble to 1992, observes say. 

Herwig Guckelhorn, the 
group's spokesman, who also 
runs two of its subsidiaries, is 
confident it can survive in its 
existing form, despite the chal- 
lenges ahead. "We are not 
afraid because we are the best” 
in industrial insurance, he 
claims. Foreign insurers win 
only be able to raise their pres- 


ence slowly as market share in 
industrial insurance “is not to 
be gained by dumping.” 

Moreover, the owner has "no 
plans to step down” and 
remains “frilly involved in the 
business,” he says. 

Nor is the succession a prob- 
lem, as Gerling’s only son, 
Rolf, is being groomed to take 
over. He already sits on the 
group's supervisory board, and 
even inheritance tax problems 
have been sorted out - which 
partly explains why Gerling 
junior is based in Zurich. How- 
ever, Gerling senior has not 
kept out of the news. He, like a 
number of other leading Ger- 
man business figures, has been 
embroiled in a lengthy and 
highly publicised legal battle 
regarding political contribu- 
tions. 

Gerling has been approached 
by potential bidders in recent 
years. Helmut Gies, chief exec- 
utive of the Aachener and 
Munchener insurance group, 
which is 20 per cent owned by 
Royal Insurance of the UK, 
was strongly interested in the 
group before changing tack 
and buying a majority stake in 
Bank Sir Gemetawirtachaft in 
1967. 

Other bidders remain keen, 
however. "There is plenty of 
interest, as Gerling is a pearl," 
says one of its executives. 
Some US bidders have offered 
“fascinating" prices for a rela- 
tively small stake “in order to 
gain a foothold,” he adds. 

Gerling executives appear 
outwardly unruffled, despite 
the fact that the company’s 
future is such a topic of debate. 
Understanding why requires a 
look back at the e xtrao r di nary 
management saga which began 
in 1974, when the collapse of 
Bankhaus Herstatt, the 
Cologne-based private bank in 
which the Gerling group had a 
majority stake, put Gerling's 
ownership in jeopardy. 

Gerling was obliged to sell 51 
per cent of his group to help 
finance a Herstatt debt settle- 
ment. Half the 51 per cent 
stake went to VHDI, a holding 
company specially set up by 
some of Gerling’s industrial cli- 
ents, while the other half was 
bought by Zurich Venncber- 



The Swiss experience may 
Twdp to explain why Gerling 

today when it comes to 
discussing the company’s 

future. But that does not mean 


Hans Gerling: No ptana to aaap down 


ung. 

The Swiss later sold out to 
Friedrich Karl FBck, the Ger- 
man industrialist, who also 
bought np the VHDI stake. 
Then in December 1965, Flick 
hims elf suddenly decided to 
sell out, allowing Gerling to 
regain full control. 

The re-acquisition triggered 
strong rumours throughout 
1986 that Gerling would be 
partly floated to raise capital. 
The talk about an initial public 
offering was “all complete 
speculation." says Gfrckdhonx. 

“We don’t need mens capi- 
tal," says Richard Woltereck, 
chief executive of Gerling Glob- 
ale. explaining the group's 
position now. "There are no 
plans at aH to go public," adds 
Gfickelhom. 

Both GQckelhom and Wol- 
tereck cite the willingness of 
German industrialists to buy 
Gerling's stake during the Her- 
statt affair as proof that the 


group is secure against a bid. 
■German Industrial companies 
wanted to keep Gerling like it 
was. They wanted it to stay 
German,” they say. 

likewise they draw atten- 
tion to the faifaw of Zurich 
Versrfchenmg’s attempt to 
make use of as m in o rity stake 
as a stepping stone t o war d s 
full control. They saw that it 
made no sense,” says Guckel- 
born, suggesting that the Swiss 
came to realise that Gerling 
was not the tight vehicle for 

Hum awl no t fit in With 

their plans for Germany. 

friction between the 
Swiss and the ex isti ng manag- 
menl egrtatniy did not help. 
Rumens still circulate about 
the differences between loyal 
Gerling executives and the 
Swiss, who frit fru s trat ed that 
they cocdd not use their minor- 
ity stake to better effect They 
didn’t even speak the right 
German," recalls one Getting 
executive tefttngly. 


forever. Flew observers of tbs 
G erman <w«ttwhm scene tMnk 
flwBwg «m survive in its pres- 
patfram; 1992 may just prompt 
the inevitable. 

■ flgr-lfrTff ic am ATprfTgnt COJBr 

pany, but is it really big 
enough to compete with t he 
biggest international groups?" 
a<iw of one of Ger- 

many's T««Hng re-insurers. 
The group will Bave to c hange 

in the long ran as industrial 
fruanTgimg becomes even more 

competitive.” 

Whether the ultimate buyer 
is Deutsche Bank or a_ large 
foreign insurer is a question he 
leaves tzntafi smgiy open. T n a 
Wg mnpany, family ownership 
is not the future," agrees the 
exe c u tive of one of Ger- 
many’s best-known primary 

What then is the fixture for 

Gating? nntgMn Jjjd 

would have to be friendly to 
overcome difficulties either 
with the company's existing 

mawag Mitipu t nr its MfMiU 

iudu& a la l cflentsL And minor- 
ity stakes dearly achieve little 
for the buyer u nless t here is 
some guarantee of frill control 
to come. 

That suggests that a domes- 
tic rather than a foreign bfaitfer 
Ss fikdy to be £be more accept- 
able. and hence successful, 
it come to a takeover. 
Whether the buyer might be a 
bank oar another insurer is 
another matter. 

However, those who see 
flwfing almost in ev i tably faff- 
ing frrtn tfa rfntriiM of Deut- 
fprfr* Rant gg Afflmw should 

pot rule out the possflrfEfcy of a 
a number of banks 
would probably be delighted to 
take the group pobfic, and the 
stock should be well received, 

green the faTniHar maw. 

Could the Gertisgs, father or 
son. sobfier cm atone? 1 The scale 
and lavishness of Gerlinz's 
office at the group’s slightly 
bombastic 1950s headquarters, 
just to the west of Cologne's 
dry centre, speaks volumes 
about the dynastic hwwiwg* 
often criticised by his rivals. 

Carrying on for mother gen- 
eration or more looks improba- 
ble in view of 1982 and the 
upsurge in muipnUttoa that 
will ensue. But the Gettings 
are not about to throw ia the 
to we l nnmwdi* te f y_ One new s - 
paper article writt e n in the 
heat of the Ilex stall afirir was 
headlined "Dr Grating starts to 
ran out of time.” That was in 
1974, but the dock is still tkde- 


Mkhad Skapinker reports on a discussion 
of differing religious attitudes to business 


N eville Cooper, chairman 
of the Institute of Busi- 
ness Ethics, says critics 
of his organisation toad to fail 
frrtn two camps. Some say busi- 
ness e frbiflg is a contradiction 

in terms. Others protest that 
business is bard enough with- 
out bringing ethics into it 
The institute was launched 
in 1986. From the start it has 
had something of a religious 
connection- The impetus for its 
foundation came from mem- 
bers at the Christian Associa- 
tion of Business Executives. 

They frit however, that the 
institute should appeal ta Jews 


bovits, the Chief Rabbi, and 
gi«rfirh Gamal M_A_ Solatman. 
fwam off the London Central 
Mosque, agreed to become 
along with .the Arch- 
bishop of Canterbury and other 
Christian leaders. 

Last week the institute 
brought representatives of its 
three constituent faiths 
together to explain how they 
viewed the subject of business 
ethics. Although there were 
areas of agreement, the three 
speakers did not attempt to 
gloss over the differences. 

jffwneH Solaiman told the 
conference that the Islamic 
faith believed in the marrying 
of spiritual and m at erial satis- 
faction. It was fry no means 
opposed to business. 

Trading is looked upon as a 
very important aspect of the 
Dfe of Moslems. Trading can 
even be spiritually rewarding." 
he yAA "Islam is very much 
for free market forces, pro- 
vided they operate within an 
ethical framework.” 

That ethical framework 
Sndnded the setting of a firir 
price and the protection of the 
consumer. “Once the jfrophet 
was in the market and his 
Hand reached down into some 
food until be felt a moist part 
of it The merc ha nt said the 
food bad been affected by rain. 
The Prophet said: ’Why don't 
you put the moist pert an top 
where people am see itT" 
Asked whether any of the 
business practices of preddrat 
w »«y Christian Britain were 
at odds with the ethics of 
fafam Shaikh Solatman said 
gtOBB in tike 8X088 Of 
hooking and insurance. 

Mam frowns on usmy. Mort- 
gages , with the interest pay^ 


meats involved, amounted to 
usury. Ba surau c e toa be said, 
“contains dements of specula- 
tion and gambling.” 

The Jewish view on business 
as pres ented by Rabbi 
Shknno Levin, differed in cer- 
tain respects from that of 
Sheikh Sotaftmm. It (fid, how- 
ever, have the same starting 
point. 

“One of the central planks of 
Jewish thought is that there Is 
no schism between religion 
and the marketplace," he said 
Apart from being a rabbi, 
Rarid Levin is also hr the prop- 
erty business. There is no 


rabbi and a businessman. 


AH the -same Ti would be 
quite wrong to d o aafi he 
ism as a supporter of capital- 
ism. It would be equally wrong 
to describe Judaism a* a sup- 
porter . of soctaHoBL dadaism 
subscribes to elements or both 
of those systems. .. 

- “But I .wiD teH WH& fbe fbod 
news about Qm fcirieh fe^L 
Entrepreneu rship & fcgititoate 


ft iswroog,be*afcLforaeB- 
ers to offer potential cust o m er! 
bad advice. And castanets can 
ask for a sale to be rotted ft 
they find they bare been per- 
suaded to pay note ftasi one 
sixth afore the pre fflWftff nwtr 
feet price. 

Presenting it Roman Gathofic 
view, Father WcRngb, author 
of a book on business attics, 
said Christiana found U less 
easy to reoonefle tomtom tad 
temp o ra l vetoes. "When Chris- 
tian churches 

ethics ttare's always a senwncf 
tension,” he said. •• - 
Support for the concent of 
xc pa ifh creation could be mund 
ta *!» OH IteCamenl; rithough 
it dfcl say that time wtamiBde 
haste to be rich-maid not be 
innocent The Vkm Tte tan e a it , 
oa the other ted. tee pri- 
macy to igfeltoal mooes and 
contains "no text tint praises 
profit or barium Ms.* 
vQuBtnB waters. However, 
bare prated mUh creafoo. 
Father MdSagb srid It should 
be se en as a to an end 
red flat people should always 
teragntiad as "the foundation, 
purpose aud aod of aobnontic 

atffiSr.- 
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The power of foresight 
W)rldwide. 

In a complex world where even the slightest changes in 
economic factors can have widespread repercussions, foresight is 
essential. As a top-ranking European h ank firmly established 
among the world’s leaders, BNP puts its intimate knowledge of 
world economies to work for you. 

With offices in 74 countries, BNP monitors interna- 
tional markets 24 hours a day, gathering and analysing 
up-to-the-minute data to keep you fully abreast of market 
changes. With a specialized teleprocessing network and one of 
Europe's most advanced trading rooms, BNP offers clients the 
advantage of constantly updated, clear 
and precise market reports to help them 
determine the right moment to act, in 
Europe- and throughout the world. 

Banque rationale cbI^risW>rid banking is our businesa 



CftyofVfestminster 




The Gty Council wishes to implement a Wide Area 
Network linking its major buildings for both data and voice 
communications and providing an infrastructure that wiH 
assist in realising tbe Council's Information Technology 
str ate gy. 

Criteria for evaluation will include reduced expend i tu re , 
conformance to international standards, technical ca pabili ty 
including resilience and Network Management and 
inte g ra t ion of ne tw o rke d services. 

Organisations who feel the? may be able to offer a solution 
to tins project and wish to submit suitably constructed 
tenders should write in tbe first instofKr to: 

General Manager 
Material Supply Division 
P.O. Box 240 
Westminster City Hall 
Victoria Street 
London 
SW1E 6QP 

Initial correspondence should include company profile, 
current accounts, recent trading history «n*t d etail* of May 
experience in applications such as this. 

Tende rs will be invited daring December 1988 from a 
restricted shortlist of companies respo nding - to 
advertisement. 

Closing date for receipt of applications will be 18th 
November 1988. 


'AimmaljiiJjlZ. 


COMPANY NOTICES 



ta preparation tor the payment of the 
halt je.rty tmareat payable on Decem- 
ber 1 next, B>e debenture stack 
transhr boob wO be clcaed as 9S0 
pm no Novemfier 1 and Ml a* re- 
opened oo December 2. 

Tbe h ad y— rt» i rf r —t an ftaeanmaa 
Stock «HD be paid on Osoeoaber 1 id 
txiUsn d rscatxl on November t 

Q. R. Keen 


BaattaMs, IDS VIdorfsStnwt 
London, SWS SOT 

October 24, 1988 



ALS 


KENWOODS 
RENTAL 


FLATS AND HOUSES * 
Short sad Loo* Lets 
23 Spetef St, London W2LIA 
Td: 01-402 2271 Tetex: 25271 
Fte (01) 262 3750 


ART GALLERIES 


mui. r u itn m^thmuau.sm.ArtZxt**. 

Son -Acstobiiuuio of Bn Lew - crested bv 
agantMa tram t bs Mona et Enatond. Wad 

JffMMS’.' SS“ 


Notice of Racad Date 


fKJTJCE IS HEREBY GIVENTHW Ocsster 
31, 1V68bBB bean Bxsdw te taooRi daw 
far tf* rtwmnninoBQii of Sm holdn of 
Conmoa Sham. 7£St*> Prafarrad Shams 
Series B and 1 0% CuoaotoOm nodsaawUa 
CooimofSty-fridaxBd tV afanad Sham 
Sarias C. mho am anSfled to noOcai oC a 

Sp ecMM o eS nsof Sha rahcMa ta anwco 
LUTH) to be haw far Sw fxspooss of 
(nJconskMog anei. V thought B. 
opprodnoa w rafii Hi c a Bu n kiweMoa 
» proposed apacW cosh dMdend of 
STO (li&) par Camrnaa Shan and a 
ehertMdm rights plan which be- 
come afGadhs oo October a 1988 
subiacltowvicnnfoftheRBtate- 

oaflm at re Special Moating 
tb) eentodorina end. H feadt it. 
eppimina re Canpan/s 1969 Kay 
employees Incentive Pton; and 
(c) transacting such otoar bustoacs a» 
nay be peopedy brought bWon re 
SpaoMM o eA ig . 

the dm time and piece of re Special 
Meeting wB be dakandned and ptibBstwd 
imme tfi af a iy toRoaing re comptoftin of 
nsgulatory nview of ahanhoHsr muting 
iWeter ie l * 

DATED October 21 , 1S88 
■ ^to^B^^SMHamtSecntey 


inco 

MCOUBTED 


EVE has ooOvmS tbe others Mote** el a 
policy an (air play and value tor money. 
Suapsr dm WU) an. OaoD am lop 
m tein a CriUXVDClB IMMNS. fKttna 

flombMs^ &. 01-734 pm!* 



SOCfETE GENERALE 
Frimch “SocMt* Anonym*" 

Capttal : French Frencs 1.7544SSA30 

8 Mqw Socfat ; 29 , bo ul ev ar d He ues en enn - 73000 PAWS - FftAWCE 
Commmciel ftogfartnr : PARIS B 592 120 222 

. Jfa* ** ****1 °* h^dws <ri iaro coopon notes (T9S7-T90S} to m 

by Soctot* OewtrUa held on October to. m t— - ^ ™ 1 " 11 


• tor JJL Caw-E.22. rue deTocquawtAa- 76017 PARIS (Fmacll 
dea CtwnpnSjraaan - 7B0C8 PAWS (TOWcia 


HSUSSAITT ' ,1 * C, °* *■ TommeBe - TtiSZO L'ETAmiMEXC 
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CHANNEL ISLANDS 

Tin: Financial Tunes proposes tcepubHsh this Survey on tbe above 

on 
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OFFSHORE FUNDS 
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Fas 061 8329248 
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N inety-one per cent of British businessmen believe that 
1992 will be good for business. 

Good news. Well yes, except that behind this statistic lurks 
another. Forty-one per cent of those surveyed, revealed they 
had no game-plan whatsoever. 

Frankly that’s something that worries the life out of us. 



HOW WILL 41% OF BRITISH BUSINESSMEN ENTER 1992? 
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In 1992, we’ll all be fish in a much larger pond. And 
whilst this means more opportunities, it also naturally means 
more predators. 

For the feet remains that if you can see an opportunity, 

• .. • i- .. ■■■*•: ■ .'.’J '• • •. . • - ■' * •; ■■ 

so can your rivals. 

So how can you make sure that as all the rules change, 
you know how to play the game and win? 

Well to start with, you need expert advice. And as one of 


the advisers to the European Commission, that’s something 
we’re well placed to provide. 

We’ll give you an in-depth analysis of how 1992 will affect 
not only your business, but that of your clients and suppliers. 

And we’ll follow this up with a detailed plan of action, 
telling you what you should be doing about it. 


More important; thanks to our extensive network of 
European offices, we can also give you on-the-spot help as 
you put your game-plan into practice. 

So that, come 1992, when everyone else is waiting 


for things to 
there makins 


, you’re up 
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Ernst & Whinney 

Accountants, Advisers, Consultants 
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M iss jm Un, a 27- 
y ear-old reporter 
at Trade Winds 
Publications in 
Taipei, is distraught. Against 
all advice and logic, she took 
her life savings of Taiwan 
$500,000 (£10,000) and pumped 
it into the local stock market 
on September 23, just one day 
before the Government trig- 
gered a price collapse by 
announcing it would tax capi- 
tal gains an share profits from 
next year. 

Miss Lin says that, on paper, 
she has already lost well over 
her annual salary of TH95.000 
as the weighted index has 
fallen from an all-time peak of 
8,789.78 on September 24 to 
5,739.66 on Saturday. 

i.ifce many other small inves- 
tors who bet on the index ris- 
ing indefinitely. Miss Lin 
hiaTwpa the authorities for her 
misfortune. The Government 
has been encouraging people to 
invest in good companies but 
thin is ridiculous. All compa- 
nies’ shares are going down,” 
she said last week. The for- 
eign publications have been 
telling us the market was 
going to collapse but local 
papers said that foreigners 
don't understand t he Chinese. 
We believed the market would 
follow the Japanese model and 
go up to 10,000 points.” 

There lias been plenty of 
for recrimination. This 
baas been a alow motion crash, 
because government regula- 
tions limit daily movements to 
3 per cent of the previous dos- 
ing price. Each day, investors 
have watched the index slide, 
nrtahip to escape because there 
were no buyers. The pattern 
has been broken only once, 
daring last Saturdays two- 
hour trading session. For the 
first time in three weeks, the 
market recovered slightly - 
prompted, local broken say, by 
share purchases by state banks 
and large corporations orches- 
trated by the government 
There have been other signs 
of government concern, stimu- 
lated by angry street protests 

awi hnhin ti . t-hoLf f rm** pflUtiatl 

pressure from brokers. Nine 
days after announcing the tax 
on capital gains, Ms Shirley 
Kuo, the newly appointed 
finance minister, raised the 
threshold from T$3m worth of 
share sales annually to TKLOm. 
The Government has also 
promised to halve the existing 
tax rate on share transactions 
from 0.3 per cent to 0.15 per 
cent, and it has lowered the 
amount required as downpay- 
ment on new share purchases. 

What happens next to the 
market is anybody's guess. 
Some brokers believe the index 
could find support at the 5,000 
level while others suggest it 
could fall as low as 2,000. Yet 
that would only take ft back to 


Alison Maitland in London and Bob King in Taipei explain the collapse in Taiwan’s stock market 


where it was at the start of the 
year. Indeed, its 35 per cent 
drop so Car intn insignifi- 
cance beside the 276 per cent 
climb in the index to this 
year’s peak. 

Moreover. Taiwan has Its 
own, arguably encouraging, 
precedent. Last year, the mood 
in the local market turned sour 
on October X - two and a half 
weeks before the global crash 
- after the index had spiralled 
up by a dizzy 340 per cent to 
4,673. In the ensuing fallout, 
the doomsayers found a wide 
audience. Yet only three 
months later, this year’s 
upward march, swept along on 
a sea of idle cash, was well 
under way. 

Once the present alarm sub- 
sides, ft may be better unds’- 
stood that very few small 
investors will actually buy 
enough shares to be affected by 
the new tax. And as Mb Kuo 
herself pointed out at a press 
conference, nothing prevents 
an investor with transactions 
above the TSIOm threshold 
from making them in the name 
of his wife, children, aunts, or 

The pain and anger, then, 
stem more from psychological 
than practical factors. Mr 
Benny Hu, president of China 
Securities Investment Go., who 
personally favours the tax, 
believes the Government made 
a serious error of timing. 

"In Japan,” he says, "the 
question of a capital gains tax 
was first a subject of national 
debate and dismission. When a 
consensus was reached, the 
Government announced the 
tax, but said it would go into 
effect a year after the 

jnirmiiiHWHWi t. 

The Taipei tax move, he 
argues, has succeeded only in 
heaping the blame for the 
miming panic an the Govern- 
ment — and not an the human 
frailties and financial absurdi- 
ties that lie beneath. 

The helter-skelter rise in the 
Index sent price-earnings ratios 
to levels that bore no relation 
to underlying company values. 
The historic market average at 
the peak was calculated by one 
hiding brokerage as 195, way 
above Tokyo's 53. New York’s 
13 and Loudon's 12. Some 
stocks in the financial sector, 
which accounts for around 50 
per cent of the irate, were on 
multiples of 200 or more. 

Even more phenomenal was 
the increase in market turn- 
over, from a daily average of 
less than TSl8bn in the first 
months of this year to an 
all-time high of Tj70.8bn on 
September 21, making Taiwan 
the busiest market in the 



Ecxmomte 'success brought prosperity to As streets of Taipei, Ta h ren’ s capBsf 


The agony of a slow 
motion slide 


world after New York and 
Tokyo. 

An average turnover of 
TJSObn in the roaring days of 
August and September meant 
that the equivalent of nearly 2 
per cent of Taiwan's gross 
national product was passing 
every day through an imma- 
ture market with just 142 listed 
companies. As more taxi driv- 
ers, maids and pensioners 
flooded in, the number of new 
accounts at brokerage houses 
reached a record of 105,000 in 
August, compared with a 
monthly average of 13,422 in 
1987 and 27,580 in 1968, accord- 
ing to James Capel, the securi- 
ties firm. 

Such statistics should have 
given cause for alarm. To the 


better Informed, they did. For- 
eigners, who can invest in 
Taiwan only through four off- 
shore funds, had been taking 
their hefty pr o fits for two or 
three months before the col- 
lapse. The funds ceased to 
trade at a premium to net asset 
value about four months ago 
and are now at a discount of 
about 10 per cent, accon&ig to 
Mr Robert Simpson of James 
CapeL The closed end Taiwan 
Fund, quoted in New York, had 
fallen from a high of US$42 to 
US$28tt by Friday, but is still 
well above its December 1986 
launch price of USS102S. 

Institutional investors in 
Taiwan also began polling 
bade from the market as early 
as August, and some better-in- 


formed big privat e pl a y ers 

yer e -m aln t a ^i i ng g, wwiwn i ihto 

level of liquidity long bribre 
the tax announcement. 

So it is the small investors - 
accounting for 85 pa cent of 
the market’s turn o ver as they 
frequently buy and sell stock 
within a week - who have 
been worst lift by the shmp in 
prices* 

Sad as the case of Bftas lin 
is, she may be luckier than 
those who gf™ ****** mrae than 
their life savings. Thousands of 
small investors mortgaged 
their homes in expec tatio n of 
sure riches or borrowed 
heavily from "underground” 
financing groups that have 
mushroomed t his year. 

Many smell and medium- 


sized companies staked their 
retained earnings on an index 
that people believed would rise 
Indefinitely. Even if Sa tu rday's 
orchestrated rally sacceafo in 
stabilising the market, the 
drop of the past three weeks 
means that such companies 
stand to lose heavily, as do 
many of the 15 or so new secu- 
rities houses that have opened 
in the past few months and 
may not be aide to meet their 
obHgatiooa. 

Grimmer consequences 
could appear. Seme under- 
ground leaders have, according 
to Trips lore, less than polite 
ways of Reflecting money due 
to them. Many are said to 

wnplflj w nar -l ff typn to brftwii. 


date bud if necessary nsevfo- 

frn«» against debtors who will 
not or cannot pay up. 

Another distmfrmg aspect is 
tise number of unofficial bro- 
kerages. These invest people's 
savings in the stock and prop- 
erty markets in return for a 
monthly interest payment of 
4-6 per cent Estimates of the 
amount collected vary from 
about US$3bn to USSlObn, and 
there is little knowing what 
fyitiraBy happens to the money, 
says Mr Myxick Hatch, the 
local managing director of Citi- 
corp Soimgeour Vickers Secu- 
rities. "What we’re looking for 
is at what point news leaks out 
that sozne of these rmlfo anrad 
investment houses are in trou- 
ble «*ng to this crash we 
begin to see runs cm them, 
which would only feed back 
and further poison sentiment” 

- The amount <*f borrowed 
money financing the Taiwan- 
ese casino bad rea ched alarm- 
ing proportions. Citicorp 
Scrimgeour Vickers estimates 
that of the freely tradeable 
stock in the market, roughly 40 
per cent — . or US$1 2bn before 
the bubble burst was 
financed by debt. ■ 

While loose practices and a 
lack of sophistication played 
their part, greed also -had a 
role, mixed liberally with the 
Chinese tendency to g amble cm 
anything from cricket fights to 
whether tbe last digit on the 
number {date of the next car to. 
come around the comer will be 
odd or even. 

That greed seems to be a 
sfdoeflbct of Taiwan’s incredi- 
ble economic success of the 
past two decades. The island 
abounds with ready cadi and 
material goods. GNP has 
grown by an average of more 
thaw 9 per cent annually fin 
the past 27 years. Per capita 
Income has risen from PSHRM WO 
in 1988 to an expected UStaflOO 
this year and the Government 
confidently predicts it will 
reach USSlSjOOO by the turn of 
the century, placing Taiwan 
firmly in the ranks of devel- 
oped nations. The trade sur- 
plus -■ UStfftn last year - 
has brought a flood of liquidity 
with few outlets other than the 
stock and property markets, 
and money supply growth is 
chti running at an annualised 
rate of 27 per cent even though 
it is declining 

“Pure and simple, the people 
are spoiled,” said Mr Mason 
Chn, an entrepreneur, at a 
recent dinnwr party where the 
guests were young, affluent, 
sophisticated members of 
Taiwan’s go v e rnme ntal, educa- 
tional and business Site. 

Many of the guests around 


the table admitted ruefully 
that they, tab had bem caught 
out tn. the market. But the con- 
sensus was 13m* the pinprick 
that buret tiie bubble - the 
^introduction of the ca p ita l 
gain* tax after more than 10 
years — was a reasonable mea- 
sure for an econom^-like 
Taiwan’S. 

There seems ftttie IftriBwod 
that the ™n*e* coflapse wfll 
put this T" nn,lfart n ring-ba aed 
economy in serious danger. In 
Taiwan, the stock market is 
not generally used by conpa- 
wfaa as a goatee of cadtaL Dur- 
ing the boom of the pasttwo to 
three years, most companies 
have not needed to raise cash 
in the market, anyway. But 
there is also a tradition of 
closely-held, family-owned 
businesses, reluctant to see 
wide public ownership of their 
shares. JEtoughly .BQ per cent of 

Taiwan SE . | 

weighted pdCO tote f 



toe market** csjdtaSsatkm is 
in the hands a government- 
owned companies or private 

famlBlXL ... 

IF the {afloat does not affect 
the wider economy, ft has cre- 
ated political and social fric- 
tion. 5«ng experts think ft wiH 
be bard- to avoid a repeat of 
fids year's volatility as long as 
Taiwan continues to have sach 
huge excess cash. But . they ray 
the Government could act to 
i mprove matters to tteee ways: 
by cracking down on illegal 
market practices and aHowmg 
more foreign tom* to bring in 
their e xperti se t h ro ug h joint 
verdures with local-brokerages; 
by encouraging c ompantee to 
hst more of their shares sad 
broaden the market; and by 
ensuring that more profes- 
sional institutions such m pen- 
sion nr zmftual fends are estab- 
lished to provide stability and 
channel longterm savings into 
stocks. 

In a c oun t r y that loves 
gambting as muefa as. Triwan, 
there are no guarantees that 
investors Bke Un lin 
wfll not get burned agate. But 
these, measures would go a 
tarn way towards preventing 
their dreams from taming 
sour. 



MORE ATTENTIVE ALLTHE WA£ 


To be sure of holding your toll 
attention we are determined to be 
more attentive than ever. We 
have therefore spared no effort in 
upgrading our quality through- 
out our European network, on 
the ground and on-board our 
Boeing 737*s. To help you disco- 
ver just what comfort can mean. 
Coupled with an even more ca- 
ring service than ever before. 

From check-in to arrival at 


your destination, nothing has offered as a symbol of our impro- 
been forgotten. We've adopted a vements. 
totally new approach to achieve 
more comfort and more space. 

For you and your luggage. So 

you can save precious time. __ 

Our new policy in a nntshdl: 
welcome, comfort, gastronomy, 
choice, space and timing. And 

that’s only the beginning. The 

little things that mta* much? BELGIAN WORLD AIRLINES 

Such as a Godjva chocolate savoir-faire IN THE AIR 


BELGIAN WORLD AIRLINES 




JACKPOTS OF 1 MILLION ON 


PLAY THE BIGGEST LOTTERY IN THE WORLD! 

PORT UNITIES 




WfSi the largest amount of prize raptal — L e. 
408^10^000 DM, the South German Class 
Lottery gives away the biggest top prizes com- 
pared with any other German tottery. No other 
one offers Jwofcpota ol a —Men ML The 
SKL Is sponsored by file Federal Slates of 
Baden-WOrttembeig, Bavaria. Hesse and the 
Rranetend-PatatinateandtecontroHedtjyanal^ 
ciaJ board of directors to Murfch/Bavarfa. 

Our new offer gives you 




THREE MILLION DM, FOUR CHANCES 


AHtE,14PVUZESOF1 MILLION DM, 

4X 500*000 DM, SOX 250,000 DM, 

32X 100^)00 DM plus 437,006 prise* 
ra ng in g up to 80,000 PM. 

HOW THE LOTTERY WORKS 

The 84th South German Class Lottery extends 
over a six month period -from November 191ft. 
1988 to May 13th, 1989. It Is cflvkfed into six 
classes. The 1st to 5th class have a total of 20 
draws - L e- 4 dona per class - and 6 in the 6th 
class. TWa means a draw every Saturday far six 
exciting months! The chaws ere held in public 
and are state controlled, which assures that afl 
prizes are given to the rightful winners. The basis 
of toe lottery is the Prize Schedule, which shows 
aU the prizes and daes of the draws. 



The South German Class Lottery is open to 
anyone of any citizenship In any land. Shotfdyou 
move to another country, you can stBB continue to 
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golden op 


2 x 3 Million PM = 

4 x 2 Million DM - 
14 X 1 Million DM - 
4 x Vs Million DM - 

26XZ50.000DM-|SDW“°“ 

30 X 80 , 000 DM ~ 

34 X 60,000 DM -2.<WO.OOODM 

438,716 prizes under 1 0JXM 


PRIZES at 


1 £oOO>0 DM 
-14,000,000 2* 
=S 2 , 000 ^ 00° 0,1 

42 x 50.000 DM - 

sssssss^mSSS 

540 X 1 0.000 DM «* 5,400,000 DM 

0 DM “ 349 , 470^00 DM 


amount ^U^eioooo^ , 


WHAT HAPPENS WHEN YOU WIN 

fiS winners are notified Im me dia tely and oonfiden- 
SaSy of their prizes. AH prizes are paid at once to fufl 
and free from German taxes. 

We can males payment in any currency you choose 
aid to any address or person you desire.' Every- 
thing Is strictly confidenfiaL 
Participants wil be air-mafled every four weeks the 
official winning Eats along with toe renewal tickets 
far the next class. 


OompMs, aodtoee yaw cheque-end 


CLASS LOTTERY TODAY 

so that you ran take part in a* 28 drum. The Brat 
rfcaw wil! be held on November 19th, 1988. 

® Werner Weesel 

State Accredited Lottery Agent 
Ulmenstr. 22, P.O. Bax 104067 

DL2SBO Klttn urcerr 
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Having achieved;one 
of the best growth .< 
rates in the Western 
world in the 1980s, 

Finland must now 

meet the challenges posed by the 
EC move to a single market, 
without jeopardising its national ~~~ 
independence and good relations 
with Moscow. Robert Taylor reports 

Neutrality put 
on the line 
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FINLAND’S BOLE In the wodd 
is about to becau the 
for a national debate this 
autumn, which should go a 
long 'way to estflWiith what its 
strategic prinri t tea .wife be for 
the rest of the century. 

Of all the Nordic countries 
since th>* end of the Second 
World War, Finland been 
compelled to perform the most 
mlitMta diplomatic habrnririg 
act, trying with considerable 
pa nac h e to uphold its political 
neutrality with economic free- 
dom as a market economy 
under the often inscrutable 
gaze of its giant neighbour/tbe 
Soviet Union. 

But next month the funda- 
mental principles that lie at 
the heart of Finland's post-war 
strategy will come under pub- 
lic scrutiny when the Finnish 
government publishes a White 
Paper nn thA t»TwilWige that the 
European Community’s drive 
to create a free internal market 
poses for the country. 

Finland is still a relatively 
young nation that las gro wn 
UP remarkably fast dozing the 
1980s with one of the most 
impressive . annual economic 
growth rates in the Western 
industrialised world.- Its living 
standards have almost mug ht 
up with the rest of affluent 
Scandinavia, nrachto the sur- 
prise and often ill-disguised 


chagrin of Swedes, who were 
once the country’s colonial 
masters. 

It is true that -many Finns 
still worry self-consciously 
about what they regard as 
their unfavorable intema- 
t ional i mage aftd s om e atm 
appear to suffer from an mha- 
tffled sense of inferiority mien 
compared with their Nordic 



Helsinki orthoOr*! aft seen from the capUal cay’s south haftxmr 


But this year Finland does 
seem to have well and truly 
buried the slur of FinlandQsa- 
tion — the mythical but 
potently held view that the 
country la really little more 
than a Soviet satellite without 
being mrn*»r% occupied - 
that has often distorted West- 
ern awtaidag towards Finland 
since toe. second world war. 

En route this. May to his 
Moscow summit conference 
with MOtoafl-Gorinchev, Presi- 
dent Reagan took the opportu- 
nity of a stopover for a few 
days in. HetaMci to recuperate 
from Jet lag to make -a speech 
at the Fmhmdia Hall which 
delighted Ids Finnish ahdtence 
by asserting that the OS 
“rejected” Fin)&nd*s neutral- 
ity. supported its indigendsinbe 
mid honoured its “courageo us 

As mhnd's prime «y»iw¥»r 
Mr Harzi Bolkeri, explained 
during a Fisit to Los Angeles 


FINLAND 


lost February, perhaps with 
toe many doubting or Ignorant 
Americans in mind. Ids coun- 
try is "tied to western values of 
freedom, democracy and 
human Tights'*. Mr Beagan odd 
Us advisers now seem to con- 
cur with that belief; reeognfe- 
ihg that HfdsfaTri conducts its 
<»m affairs beholden to nobody 

Having to explain the facts 
of life about Finland’s defecate 
Keopoiiti cal position in interna- 
otmal affairs to sceptical West- 
erners has been a necessary 
preoccupation of the country’s 
foreign policy-makers ever 
tine* toe Sighing of the Soviet- 
Finnish treaty of friendship 
atild mutual cooperation in 
1048, a few weeks after the 
Communist seizure of power in, 


Czechoslovakia signalled the 
start of the Cold War. 

However, the special, com- 
plex relationship between the 
soviet Union and Finland over 
the past forty years has 
endured the arbitrary ups and 
downs of Kremlin policy and 
today thtte can be no doubting 
Finland’s democratic creden- 
tials as an independent nation. 

On the other hand, HMefairf 
cannot really afford to ignore 
What its trig neighbour to the 
east tfitnim about the Finnish 
outlook on the world. From the 
last years of Stalin to Mir Gorb- 
achev'S perestroika, Finland’s 
foreign policy has sought to 
practise peaceful co-existence 
with Moscow , while at the 
same time increasing Its eco- 
nomic and other Units to the 


countries at western Europe. 

Inevitably this has tmpwrt 
n o ma limitations On Fin- 
land's roam for diplomatic 
manoeuvre, but Finnish public 
opinion continues to support 
strongly what has came to be 
known as toe BastivOd-Kekko- 
nen line, after Finland’s first 
two postwar presidents. 

Yet there is now a growing 
t h rea t to the coun t r y’ s tradi- 
tional rote as a tough neutral, 
building contacts between East 
and West 

The challenge of the Euro- 
pean Community mnarwi that 
Finland wfll have to formulate 
a positive refiponse,which wffl 
not jeopardise their neutrality 
or their relationship with 
Moscow. This will not prove 
easy to achieve. 


Unsurprisingly most Finns 
dislike the Mm of a highly cen- 
tralised EC. They share Mrs 
Thatcher’s distaste for what 
President Jacques Delore has 
been saying recently about the 
need for a more centralised 
decision-making authority in 
Brussels. 

“We don’t believe in the 
Europe of Brussels but in De 
Gaulle's old concept of a 
Europe that stretches from the 
Atlantic to the Urals”, admit- 
ted one senior policy maker at 
the Ministry of Foreign Affairs 
recently. “This is why we sup- 
port what we think Mrs 
Thatcher stands for”. 

President Mauno Koivisto 
made much the same point 
during his state visit to Hun- 
gary in. June when he said: 


Economy: In sauna condition 


“Our common history 
taught us Europeans that our 
opportunities lie in co-opera- 
tion, not in erecting fences nor 
barriers. Europe’s strength win 
continue to be in Its intellec- 
tual richness. Capacity for 
renewal and open interaction.” 

The outlook today from Hel- 
sinki over toe European conti- 
nent is necessarily wider and 
more expansive than the view 
from the EC'S Brussels head- 
quarters and that remains per- 
fectly understandable. But it is 
be ginning to raise genuine 
doubts about whether the 
underlying assumptions of 
Finnish foreign policy are 
really compatible With the 
country’s growing economic 
reeds for ever closer trading 
and industrial ties with the EC. 

The extent of those links 
with Western Europe is now 
considerable. Around 68 per 
cent of Finland's exports now 
go to that area, as much as 42 
per cent to the 1^ The Confed- 
eration of Finnish Industries 
admitted in a study of the EC 
published this summer “It is 
absolutely vital for us to be 
ahlfl to maintain and Im pmm 

our competitive positions on 
the changing west European 
market*. 

It went on to suggest that If 
Finland was left behind by 
“the integration bandwagon 1 * 
this would “inevitably lead to 
poorer competitive capacity, 
shrinking exports, economic 
regression and lower standards 
of living." 

At June’s of 

the European Free Trade Asso- 
ciation at Tampere, Finland 
m grip it clearer, nerhans more 
than any other member, that it 
is an xious to work through 
EFTA on a jointly agreed strat- 
egy which will respond in a 
positive and coordinated way 
to EC developments. 

Ideally what Finland would 
like to see are equal opportuni- 
ties for Finnish companies 
inside the EC through the cre- 
ation of what was described 
rather Imprecisely in the 1964 
Luxembourg declaration as toe 
creation of a European eco- 
nomic space”. 

During the summer Mr 
Delors, as well as the EC’s 
external relations commis- 
sioner Mr Willy de GLercq, vis- 
ited Finland and their calming 
words In private have gone 
some way to convince both the 
Finnish government and senior 
industrialists that their coun- 
try's interests will not be jeop- 
ardised by the move to a free, 
internal market 

Finnish dfpiftwtatu point out 
that they embraced an open 
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All of these securities 
having been sold, 
this announcement appears 
as a matter of record only. 
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economic s trategy for their 
country as long ago as 1957 
whefi trading arrangements 
With weStem Europe Were first 
febetaUsed and put on a multi- 
lateral basis. With measured 
steps Finland, over toe Inter- 
vening yearn, has Joined in the 
economic institutions of the 
Western world. 

it hws rt w* an associate mem- 
ber of the European Ftee Trade 
Association In 1961 though 
only a foil participant two 
yeare ago. In 1968 it joined the 
Organisation for Cooperation 
and Development. Finland is 
also now a member of the 
European Space Agency and 
involved in the Eureka pro- 
gramme. to a rather belated 
move it seems likely to Join the 
Council of Europe next year 
after a long period as a specter 
tor. 

But whatever positive moves 
Finland might maka towards 
the EC to response to the 
growth of its r p fl rirpt , 
there are no voices being 
raised in Helsinki at the 
moment which suggest the 

country should jeopardise Its 


On the contrary, the very real 
iwWMtiofta cm Finland’s room 
for manoeuvre look like 
remaining fatai* whatever the 

0*hf» NiOfdiC cn n wt ri PB may do 
to I m prove their relations with 
the EC. 

Yet at the same time Finnish 
policy-makers are having to 
recognise that tte co u n t r y will 
have to change many of Its 
domestic economic and social 
policies if it is serious about 
w a n t i n g to bring itself into line 
With EC developments over the 
next three years. 

AS the Confederation of 
Finnish Industry acknowl- 
edged tin* summer: “Economic 
integration Is always a two- 
edged sword. It creates new 
oppor t un ities for our exports 
and International operations, 
but it also opens up our mar- 
kets to more competition. In 
some cases stiffer competition 
may undermine business oper- 
ating potential and market 
conditions in tiw* l ymw mar- 
ket.” 

Finland will have to take 
down all its restrictions on for- 
eign operating in 

the country and agree to a free 
movement of manufactured 
goods, services, capital and 
labour. 

By Nbrdic standards Finland 
may have already experienced 
considerable deregulation in 
the 1980’s but it stm has a long 
Way to go. 

Continued da page 4 


New Issue 


September, 1988 


VALMET Oy 
6,500,000 Shares 

Issue Price FIM 120 per Share 




■ ... ,s ,# 
j- 


STS offers your company a dynamic 

new bank connection to mland. From 

until January 1987 STS-bank is a fully 
licenced international bank in Fi n l an d. 

STS is one of HnlancTs largest banks 
with more than 117 branches ail over the 
country. Together with the expanding 
foreign trade between Finland and other 
. CTQ-knnlr ran «rtlw rtmWpr 


Finnish bank give us the opportunity to 
bring solutions to your companies 
financing, currency exposure and payment 
transfer problems. 

. Please contact us and we will be happy 
to provide you with further details. 


Lead Manager and Financial Advisor 

KANSALUS-OSAKE-PANKKI 




-BANK 


Kansallis-Osaks-Pankki 


Postipankkl Oy 
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volatile cunendes, credit risks etc. 

We are ready to provide You with 
innovative financial instruments. The latest 
technology and the resources of a l e ad i n g 


Address P.O. Box 53 ,SHX)^lHcIsinkl, Finland 

Telim. *■ 358 0 8L Ttoac fotceoatiofliil 

Bmkfflgtfdistf, & mm snm # 
Tde£ta*S$8a7Sfi540 
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THIS MONTH’S local 
government election results 
suggest that the Finnish voters 
approve of the Social Demo- 
cratic-Conservative coalition 
government that was formed 
last year. More than ever, the 
country’s political system 
appears to be dominated by a 
wide consensus, which looks 
likely now to remain intact at 
least until the next parliamen- 
tary elections which are not 
due until the spring of 199L 

Mr Harri Holkeri’s grand 
coalition brought the right and 
the left together for the first 
time in twenty years and it 
commands the support of 
nearly two thirds of Parlia- 
ment. 

In the view of veteran Finn- 
ish commentator Max Jakob- 
son this means that Finnish 
politics “has caught up with 
social realities”. 

As he explains: "The ideolog- 
ical division between right and 
left makes little sense in a 
post-industrial, urban, affluent 
middle-class society. The Con- 
servatives long ago came to 
terms with the welfare state; 
the Social Democrats have 
accepted the market economy 
as a fact of life". 

The municipal elections ear- 
lier this month were a good 
indicator of the popularity of 
the new national government 
and despite some understand- 
able jitters, particularly on the 
left, they proved to be a sur- 
prising triumph for the Social 
Democrats as much as for the 
Conservatives, known in Fin- 


Politics: in this month’s local election results . . . 

Voters approve of left-right coalition 


effective, recovery for the 
moment: 

In fact, the Centre sees the 


land as the National Coalition 
party. 

The main party of the left 
polled 25.3 per cent of the 
vote, which was 0.5 per cent 
better than four years ago and 
L2 per cent up on their show- 
ing in last year's general elec- 
tion. For their part, the Conser- 
vatives polled 22.9 per cent of 
the vote, a fall of a mere 0.1 per 
cent on four years ago and 0-2 
per cent less than in the 1987 
national contest 

The apparent boost of confi- 
dence for Mr HoDderi's coali- 
tion, however, was not entirely 
satisfactory. The turnout in the 
municipal elections was 69.9 
per cent, certainly high by 
British standards but the low- 
est recorded in Finland for 
over twenty years. Commenta- 
tors have blamed the rising 
apathy among younger voters 
who seem to have no active 
interest in politics. While some 
regard this trend as a worrying 
sign, others believe it really 
underlines the basic strength 
of the Finnish system because 
it suggests considerable con- 
tentment with the present sta- 
tus quo. 

Certainly President Mauno 
Koivisto, who was himself 
elected as a Social Democrat 


far a farther six year term last 
February, has been able to 
draw some comfort from this 
apparent endorsement of his 
own preference for a right-left 
government. HU party is 
breathing a sigh of relief at the 
outcome for they feared many 
Social Democratic voters might 
abandon their traditional loyal- 
ties in protest at the govern- 
ment’s economic policies. This 
did not happen and it indicates 
there is much less gra ssr oots 
discontent than some an th^ 
left of the party believed. 

Ms UIpu Itvari, the party’s 
general secretary, says they 
were "very surprised" at just 
how willing the Cmuervaoves 
were to negotiate on an agreed 
programme for government a 
year and a half ago. In its early 
months the right-centre coali- 
tion appeared to be dominated 
by the Social Democrats, 
mainly because they benefited 
from the advantage of adminis- 
trative experience gained over 
the twenty years they have 
been in office but the balance 
of political power iturffla the 
government is much more 
even now. 

It is true that the reforms in 
the tax system for next year 
are much lass advantageous fco 



In order to contribute to the mtemanoaai devdopmnitof 
Finland's future managers, the Finnish INSEAD Advisory Board has 
decided to establish a series of sdnlarshipste'noidshcan&iafesoftiieh^iest calibre to study 
for the INSEAD MBA in 1990. 

INSEAD would liketotake thsqppo rt u n i^togiankiPBifoen of the Board for their 
continuing support and for making these sdiolaiships possible; 


■ Tor Stott, PKBldarf. Of WAOSBA AS. CtekmaTfe FM VCSEAD AMary Bawl* Hm J. Bprabm. 
FnaidaL Of PAXTEX AB • U Octet*. Vkt*k*wmm,KSIZOY ■ AW HkwWEB.aflcf GeMnlHM«WMd Chief 
OperudagCfikrr,l?SOrfBA! l K OF FFUM)*lliHlIate«ret,CtelrMiaNlQfcf Swathe Officer, VAIHET 
OOffOtAftOft • fefoUBM*. Um+*Wnt»or,FlSUXS OF • IWlfwffwi, fnMeM,OmtiCOBFOKAnOK 
PP*jMttplJ>»a«.CMdrfMiriUw^i,g«CALLS0SAKEFAm*TwwillMttl.?rMh1fer.gAUI08Er0U 
OY«lbllIOtafe,MeaberordwExra*lvT Board, !Y)EIACOfiroRXnON*AraiPotfh a PreridenLFINNADlOY«Gwtaf 
SeriKhta,QABH,ME!SASaiAW*TlMS«HHB,iaM|fagDfa«lw,MlXf l OfAJOROy*IOfSaKiqvM,CMef 
Geaeni Na^,SUMIDil70BISSAASTOEPA!«a • AAoTartta, CWtM ad CUrfExecatte Officer, 
m.KIAHAKIOY*TEn>Ti±WBa(CtS£AnkBA 'ST), BcsidatGeaczilliaMCcr, A- Ai&STBdHOSAKEYKTIO 


INSEAD MBA at a glance 

Lp^o<Progr am nieluniooth 8 »< 20 pa rtiq 3 Bo is bwD 3 Scoan!riaj 75 % European)* Age 2435 • Average 
wortceqwience 4 yean • Education 45 ft sdences, 30 ft economics, 25 ft other* 65 poxoanent faculty 
representing 18 (Efferent nationalities *Afnther 4 Q visil^faadty*TeadBqg 8 W in BgfisWIW in French 
• fiOOOAhsmri active in over 50 countries. 


If you would ttofiHtherinteraatkmreganfiogtbeBSSEADfc^ and scholarships for Finnish citizens, 
please return foe coupon bekjw to: Catherine BQXAULT, INSEAD MBA Information Office, 

Boulevard de Constance, F-77305 Fontainebleau France. 
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Fredericks Michael 

& Co. Private Merchant Banking I 


Advisors to 
Finnish 
Companies 
Who Have 
Successfully 
Expanded 
Through 
Acquisitions 
in North 
America. 


One World Trade Center 
Fifteenth Floor Suite 1509 
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Harri Holkert, 


industry than first envisaged 
ft pd Finnish business is rather 
upset at what it sees as the 
lack of strong influence by the 
Conservatives on the Ministry 
of Finance. But the govern- 
ment's incomes policy should 
go some way to reduce the 
level of inflation, which will 
please employers. 

Moreover, earlier business 
fears that proposed labour 
market reforms would be too 


of Finland 

l left-wing have not been borne 
out by tbs reality. The Social 

> Democrats have coupomised 
t on the changes which wifi only 
r farin g Finland more into Hng 
- with western European prac- 

l tice in giving workers a legal 
right to negotiations in any 
t major changes affecting their 
companies and longer notice 
i before they are ever dismissed. 

A good indication of the 

► growing self-confidence of Gon- 


serretire prime rnfafaftT Harri 
HbBnsi in his relations with 
his Social Democratic partners 
came ;tMa summer, when 
liwijiib* cemsbfesaWe uproar on 

the lalft anfl •to y ffie rtnfons he 

refu sed to 'back down over a 
to the 

metals conglomerate Outok- 
umpu to cover a HKs200m loan 
for the m odernisation of the La 
Escomfiria copper mine In Pin* 
ochefs Chile. . . 

But the fizzy of the unions at 
the apparent collaboration of 
the Finnish government with a 
hated regime was somewhat 
tempered by theft realisation 
that the jobs of 1*300 Finnish 
workers would be jeopardised 
at the co m p any' s Haijavalta 
smelting works if the loan had 
net gone ah ea d. . 

The Conservatives did not 
achieve tftrir objective in this 
mouth's municipal ejections of 
actually becoming Finland's 
biggest party. But they appear 
zn good heart after more than 
twenty yeas in the political 


MrAntti Peltomald, th epariy'ti 
International affairs’ secretary, 
believes that the revi val of 

Finnish Conservatism derives 


By adapting a more prag L 
matte approach, and moving 
towards the centre ground in 
the 39005, the party has begun 
to look a reas onabl e alterna- 
tive to the Social Democrats. 


in the leadership. Its growing 
electoral appeal to younger, 
urbanised voters suggests that 
the party is weD posit ioned to 
taica ad v antage of the prosper- 
ity of the Finnish economy, by 
nudting-a strong p i tc h to those 
who will benefit from a more 
individualistic approach to 
political issues. „ ^ ' 

The he gem o ny of .the coali- 
tion is extremely frustrating to 
the main opposition -Centre 
party led by the charismatic 
Mr Paavo Vayrynen. which 
suddenly found itself out of 
natinnal office in April 1987 
H ftffr being a major force in 
every government since Fin- 
land’s independence. • 

In fhfa month’s local author- 
ity elections the Centre polled 
2 L 2 per cent of the vote, an 
increase of 03 per cent cm its 
performance four years earlier 
though 3j6 per cent better than 
their vote in the 1987 gener al 
election. The result was satis- 
factory enough but It fell short 
of Centre party expectations 
and it is increasingly unlikely 
that it will he able to stage an 


MAX JACOBSON is the 
interpreter of Finland to the 
English speaking world. His 
country’s former ambassador 
to the United Nations, be was 
vetoed by the Soviet Union 
who prefered Dr Kurt Wal- 
dheim for the post of UN sec- 
retary-general in 1971. Now 
retired from a distinguished 
career in the Finnish diplo- 
matic service, the 65-year old 
Jacobson spends much of his 
time travelling in western 
Europe for Finnish industry, 
explaining the mysteries of 
modern Finland to key busi- 
ness and political decision- 
makers. Unlike the hapless 
Waldheim he is a credit not an 
embarrassment to his country. 

As a young soldier with the 
Finnish army, he was stationed 
30 miles outside Leningrad 
during the Nazi siege of the 
city, and his w a r tim e experi- 
ences have given Jacobson an 
acute appreciation of the 
importance of Finland’s recent 
history to an understanding of 
its current attitudes. 

Back in 1961 he wrote a his- 
tory of the Finnish-Soviet win- 
ter war of 1939-40 in the 
English language, which 
re mains the classic account of 
that epic struggle. The Winter 
War was the decisive event 
because it had a profound 
impact on Stalin, says Jacob- 
son. Tt put an end to any aspi- 
rations in Moscow to reincor- 
porate Finland into the 
Russian Empire”. However, the 
Finns lost that conflict and 
they were forced to give up the 
province of Karelia to Stalin as 
the price of peace. 

Nearly a year and a half 
later they joined in Hitler’s 
Operation Barbarossa against 
the Soviet Union with the lim- 
ited objective of recovering 
tbeir recently lost territories. 
But Jacobson points out that 
Finland did not share the geno- 


TO MOST Films the visit to 
Helsinki by Mr Vladimir 
Kamentsev. the Soviet Vice- 
Premier, in mid-September 
seemed just another routine 
meeting to discuss the huge 
trade imbalance. 

As it turned out, the talks 
were the most successful for 
years. The two parties agreed 
to “modernise" the whole trad- 
ing system between the two 
countries, long based on bar- 
ter, by introducing arrange- 
ments to correct structural 
deficiencies and provide for the 
use of hard currencies and 
credit 

In the era of increasing com- 
petition in the West and glas- 
nost In Moscow, the barter 
trade principle to which Fin- 
land and the Soviet Union have 
adhered to since the late 1940s 
has been proving increasingly 
Inflexible and outdated. The 
new agreement will not kill the 
old principle, but will provide 
it with good crutches. 

The main problem affecting 
bilateral trade throughout this 
decade has been the massive 
trade surplus Finland has 
accumulated as a result of low 
value of oil imports from the 
Soviet Union. 

in theory, exports should 
always balance imports but 
neither party was willing to 
cut Finland’s exports to 
Moscow when oil prices began 
to nosedive. Nor were there 
additional imports from 
Moscow to he found. As a 
result Finland’s surplus grew 
to FM5bn ($ 1.1 bn) this sum- 
mer. As no money changes 
hands in barter trade, the sur- 
plus is a bookkeeping figure 
only. The Bank of Finland gets 
clearing roubles from Finnish 
exporters and pays them in 
Finnmarks. An importer of 
Russian products buys clearing 
roubles from the central bank 
with Finnmarks in order to 
pay the Soviets. 

The only payments- that 
actually cross the border are 
payment orders which shuttle 
between hanks. So, the Bank of 
Finland has to shoulder the 
financing costs Of the Surplus. 
And since the beginning of this 
decade .the. total interest losses 
suffered, because of Finland’s 


PROFILE: MAX JACOBSON 


The nation’s i 


tidal obsessions of the Nazis 

and its gnwtt r n wtent- »nrW th» 

inspiration of the legendary 
Field Marsha] Manner beim 
refused to dispatch the Finnish 
army beyond the boundaries of 
liberated Karelia, ft is possible 
that the Finnish dwefaSnn nnt 
to help tighten the noose 
around Leningrad helped to 
save the dty from Hitler by 
pTwbfap Soviet assistance to 
be transported across Lake 
Ladoga throughout the length 
of the 

Certainly Stalin appeared to 
display a wary respect, perhaps 
even a secret admiration, for 
the Finns and he does not 
seem to have regarded then as 
ideological collaborators with 
Nazism. Although they were 
forced info a n e got iate d settle- 
ment on humiliating ftprrnw in 
1944 with the Soviet Union, 
which required them to. pay 
huge reparatio ns to Moscow as 
veil as expel German troops 
from northers Finland, the 
Finns p re serve d theft political 
independence at a time when 
the triumphant Bed Army was 
sweeping across eastern 
Europe to Berlin and Stalin 
was busy organising pro-Soviet 
puppet regimes in the liberated 
countries. 

Jacobson believes you can- 
not really understand today’s 
Finland without an apprecia- 
tion of those years of adversity 
that the country endured 
between 1939 and 1945. As 
many as 100,000 Finns were 
killed, a devastating loss for a 
country of only four and a half 
million people. "Now I suppose 




aMt^njr ABCDDBOR 

you could say we are one of the 
most bearing countries in the 
world after Switzerland", ha 
quips. 

. But much of Ida time is 
spent trying to convince the 
doubters in the West that Fin- 
land is rat some kind of north- 
ern Yugoslavia or Soviet satel- 
lite. As Jacobson pots it “The 
survival of Finland after the 
Second World War was 
regarded in the West with the 
embarrassed disbelief with 
which families sometimes 
greet the return of a soldier 
who has been reported missing 
in battle and presumed dead.” 

indeed,- Finnis h indepen- 
dence from Moscow at the 


FINNISH-SOVIET TRADE 

A modernising deal 


export success, has amounted 
to FMlbn ($225m). 

The new agreement will,' 
first of all, set a limit cm the 
trade surplus of 100m roubles 
(Sl60zn) either way as of Janu- 
ary 1, 1990. If tie surplus grows 
above that level up to 200m 
roubles, the other side pays 
“market interest rate” on the 
difference. Furthermore, if tha 
surplus grows further still,- as 
it has done regularly in the 
past few years, it must be cut 
down by paying hard curren- 
cies on a quarterly basis. 

The c ur re n t level of maxi- 
mum interest free surplus is 
300m roubles. On the top of 
that Finland ha s a surplus of 
200m roubles on special 
account on which Moscow pays 
a 6 per cent interest 

The agreement also provides 
for credit to finance exports of 
investment goods, such as 
machinery and construction - 
projects. 

The - state-oenied Finland 
Export Credit has already 
granted the Soviets a 300m rou- 
ble credit for buying Finnish 
goods. This will alleviate a 
backlog of signed contracts 
that have been held by Fin- 
land's tirenc** Bureau. 

Not all the consequences of 
the agreement are nmasaarny 
good for Finnish companies. 
While Finns don't have to 
w o r ry about the heavy nan-in- 
terest surplus, on the other 
hand, loans, nonfvrm Tinted tn 
roubles and carrying market 
interest rates, pose a new kind 
of a financial risk for Helsinki. 

Then, the credit facility may 
open' new' opportunities “For ' 
Finnish e xporters but it also 
exposes Finnish, companies 'ter 
greater international competi- 
tion.- -Seen- from- Moscow— a- 
F lnnish company will then be 
just another Western competi- 
tor offering Western financing 
packages. 

Finnish industries are well 


aware of this and have there- 
fore urged trade negotiators to 
retain the old principle which 
guaranteed a certain number 
of orders from the Soviet 
Union annually. 

And last, the new arrange- 
ments may well make rtaatfag 
much, more flexible but it does 
not necessarily increase the 
overall volume of trade. The 
Soviet Union’s share of Fin- 
land’s external trade has 
dropped from 26 per cent in 
1983 to 13A per cent during the 
first half of 1988. 

Mean white the value of trade 
plummeted from FM38bn in 
1983 to FM2Sm last year. Some 
80 per cent of Finland’s total 
exports from the Soviet Union 
consists of oil products. With 
prices on a constant slide, the 
trilateral trade agreement prob- 
ably cannot accommodate an 
increa se in volu me in the 
fixture. And, with the surplus 
limit cut down, the Soviets will, 
have to use a substantial 
amount of hard cuir pnqpy if- 
the two countries are to 
increase their trade volume. 
This, of coursers unlikely 
given Moscow’s constantly 
declining hard currency 
reserves. 

The two countries have tried 
to find other ways to offset the 
trade problems. Finnish-Soviet 
joint venture compante* in the 
Sovie t Union have multiplied 
during the past couple of years 
and they now range from a 
huge diesel engine factory near 
Leningrad to two. hamburger 
stands outside Leningrad's 
main tourist attractions. 

More often than not,, it is 
Soviet officials who. try to 
"attract Finnish partners to 
engage in joint ventures. 
-Soviet jdasnost isdearly visi- 
ble in Finland in the shape- of 
-joint venture approaches to 
local businessmen. One of the 
most recent feelers was for a 
jointly-run “Silicon Valley”- 


type, duty free, high technol- 
ogy village in - the Saimaa 
Kauai area between the two 
countries. • • - ■ 

Finns are generally happy 
with the new agreement. It 
should bring trade between the 
two countries mere Into bal- 
ance and make it more “West- 
ern”. Clearly, Helsinki and. 
Moscow now see very much 
eye .to eye cm trade. -. 

At the signing ceremony .In - 
Helsinki, Vice Premier Kamen-. 
tsev left his speech in his brief- 
case. He didn't ask for it but 
simply stated: “I don't have tbs' 
written speechwiih me but it 
doesn't matter. I will Daily , 
agree with what Halevi Sana 
(Finland's Foreign Minister) 
will say, anyway*.' 

out Vfartmn 


oiogy ana programme. -Wuhite 
major support among termers 
and small businessmen,; the 
- Jarty is «£* a twicb crKfeg 

attitude to tile power of me teg 

corporations. But It semng 
unlikely to aban don its hefla 
in the consensus of a marimt 
economy, tempered by a. arete' 
of social justice for those, par* 
ticulaiiy in the northern areas 
of the country; who hare failed 
to benefit as much a s the reat 
f rom Finland's boom years.- 
.. - The mould off Finnish poli- 
tics was broken' decisively fa 
April 1987 with the arrival ct 


beginning of the Cold War Was 
regarded either as an fitasfan 
or a “rose to deceive and con- 
fuse” the Western democ r acies : 
about Soviet real intentions. 
Finland's refusal to accept 
Ma rshall aid appeared to. con- 
firm such suspicions and so did 
the 1948 Friendship Treaty 
with the K remlin, which con- 
tinues to govern trade rela- 
tions between the two coun- 
tries. 

Helsinki’s silence over the 
Soviet suppression of Snaggy 
in 1956, the Warsaw Pact occu- 
pation of Czechoslovakia itt 
1968 and the Soviet invasion of 
Afghanistan fat 1939 have all 
bripedto.fhei doubts fat tin 
West from time to time. Nor 
were the Firms vocal fat .tiadr 
criticisms of the Chernobyl 
disaster two yeaxs agow 

But then Jacobson argues 
that the Firms have denied 
themselves “the luxury of mafe- ' 

log ww o Hnnu^y CTtiflfy lii y jpflfl- 

tnxes” and he gore on to point 
oat tizad they did not express 
any qiticfo ma of the Ameri- 
cans rinri r y g the Vietnam war.’ 
He.fihes to quote Marshal Man- 
nerhebn’s vrords-at the end of 
the Wtate rWre^We torepald 

drop of blood”. 

Few Finns actually believe 
that a day might arrive when 
the Bed Army inarched into 
their country bat they see no 
reason why they should cock »• 
snook at tbs Kremlin just for: 
fire hell of iL • 

In an unsentimental and 
hardheaded way, Ftnbmd haa 


the move to the. moderate right 
has been less dramatic, t ha n 
awaited likely a y eara n d a Mf 
ago. Indeed, President Kotvisto 
and his' Social Democnrta tave 
shown considerable skill is 
ensuring that their own elec- 
toral p o s iti on h*« not been fur- 
ther weakened- . .. 

For the next three years both 
right and left have a rested 
iwfy wMgt in the' power- 

3hS5 experfmret wort ft 
will certainly provide the best 
conditions ^of political stafeRtty 
for the Important decisions 
that must be made on a wide 
range of fashes from the BCto 
Soviet relations, from social 
reforms to incomes policy and 
deregulation. 

HobertTaytor 


prefcerved its democratic val- 
ues and territorial integrity 
through a apeefaT relationship 
with the Soviet Unko that ^ 
not one of beftw a mrnmcaat 
Tfce. troth fettat the Soviets 
have accepted; for the- past 
thirty years' Finland £» 
pert of tire wfaBM caaBte 

woridV argde* JaCobson. 
Indeed, they hare often pttt 
that fact to Badr own good use. 
■••• Sitting in -his book-lined 
office fat BefafnkL he reflects 
the cafatt,pragnflatic ca n e ensu s 
thflihasoametodomtoafee Fin- 
hmtF a internal sffiafts. “We are 
gatobag in segConfldettCB", be 
chrim* jKdtttttg to the coun- 
try's bapraate* growt h rate 
and its new btgb standing 
wfthin the Nordfc arwt^ - 
• Certainly the urbane Jacob- 
sod should hare no difficulty 
in reesstff&g ids swatern busi- 
ness wadjearaa that Ffadaad's 
cautions 1 restraint does n ot 
reflect any craven submission 
to crude Soviet pressure but a 
mature recognition of its own 
enlightened self-interest^ born 
out of the Second Wodd War 
when the country’s very life 
wa&inperiL •. 


Robert Taylor 
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THE CDBBEWT gtate of the 
Flflnifiheconamy cante ■ «>- - 
ened to a sauna. The tatafits . 
caa p e conridarabk when it is 
weAeatefl bat if. you. induin' 
for too lonfrit can damage your 
heamL 

Finland is enjoying a s pend- 
mg boom wife consumer goods 
and travel attracting the lion's 
snare of expenditure. As a con- 
seqnence inflatio n has acceler- 
ated rapidly during the past 
twdve months followed by 4 

sinking current account deficit. 

The "happy consumption ' 

spree", 88 Governor Rolf Kidt 
hereof the Bask of Finland, 
dabbed it, is the most serious ■ 
threat to the c ount r y T a aeon- 
omydtntog the 1980 b. The cen- 
tral tank, the government and 
the Finnish industry all real-' 
ised the bleak prospects *r*L 
together with - the central 
labour unions; managed to 
agree on a campreberudvesta- 
bUls a t ion package in early Sep- 
tember. 

The tasks t a rge t of the agree- 
ment is to limit ti r um ina l un gw 
increases next Spring to 1 per " 
cent while the government p™** 
the settlements with tax con- 
cessions, so that real wage 
increases, after inflation, aver- 
aging &5 per cent 
Eve n ™ Bank of HnJaad .. 
chipped in a concession. In an 
unprecedented imrimmwnnwrt . 
Governor KnUberg pr eaniaad • 
that the base Interest rate wm 
be lowered firam&O per cent to . 
7-5 per cent at the beginning of 
January, providing tadftridnai 
trade onions , join the agree- 
ment. 

That is a big “if". A'number 
of larger unions have refused 
to sign the package, notably in 
the pulp and paper industries, 
which are enjoying an export 
boom and could afford higher 
wages for shopftodr peace. 

Mr E rfcki -Llikanen, the 
Itaoce . Minister and master- 
mind behind tly» gfaMTTontWm 
package, has now extended the 
deadline for the unions* agree- ' - 
meat to November 15. 

While demanding- modern* 
tion from the unions the gov- 
ernment produced a highly 
“stimulative” budget for IB89. 
The total expenditure will 
amount to FM124.2bo, repre- 
senting an increased SJS per 
cent in real terms, fn- above 
the expected^ wage and price 
increases. elsewhere, 
to addition espetfo question . 

the timing of a mqjgr 

tax raftrnn that win sobittaa-. 
tially cut income taxes. The 
emphasis, they argue, should -1 



RelFKuBbergf Oovemorof As 
Bank-ofmaad 


be in n yhy^fwti m r^iy , 
For the best, part of this 
decade, Finland's economy 
grew by an average rate of 3 
per cent annually. But d uri ng ; 
the past two years the situa- 
tion has w nMhr . 

A mmWnaflna of factara is 

tn lw himhatl far tiwi A nwn t n m. 

The gradual dmegufeikinaf 
the country's monetary poBcy 
has enabled ***** huptu to adopt 
liberal lending principles. 
Together with generous wage 
settlements, and tax poncea- 
xtan sbtgt y ear the freely avafl- 
flhte e ndft produced an expk^ 

AS FINLAND'S leading forest 
products group Enso-Gutzeit 
has seldom bad modest goals. 

Three months ago Enso 
announced that it wm form a 
‘ joint venture pulp mill with 
Soviet partners A the eastern 
part of Finland. The Soviets 
would have a 20 per cent stake 
in the FM2bn GP450m) project 
to produce 485,000 tonnes of 
prflpammaHy. 

.The aunounemnent was scan 
fbUowed bv 4 similar Plan to 
establish a jointly owned 
2B0J000 tonne newsprint mfflin 
Soviet KarehsL The prefect was 
estimated to be worth FMlbn 
wtth-the Finnish stare Jo -be: 
set.between 20 per cent and 40 
per cent. Later, however, the 
pxqjeict was buried, reportedly 
taran se ***** ya plwn nffiripk 

couldn’t agree on it with 

goew, ■ 

Meanwhile the Finnish for- 
est products gro up is actively 
aweitmg new partners in Can- 
ada for liquid packaging. board 
and giedal n ewsp ri nt jandno- 

tte gld SWa r m fa myhHn gln 

have a wntaffiteiy fisted in a 

OmaiHtH Iiiiiiil T hu n fo also 



EridtT UHtaoen, Minister of 


sive mixture. 

- -Consumer prices began to 
efimh. At 3.7 per cent & 1967 

Wi^hnl’ g . jwffati ftn hgg nn to 

pose a threat, to the country’s 

competiUvBness_in interna- 
tional markets. TUs year, the 
government estimates that 
mfiaHim will reach iL5 her 
cent, CMP will grow by 4 par 
cent tMe year but the pace will 
slow down to 2 per cent next 
year.:. 

Even mom worrying is the 
current account It is 

expected to sink from FM9bn 
tins year to as low as FUlShn 


in XSSfrand, if the pace cannot Hpihinki GtOl 

he stopped, on to FMHIta to neiSini > 1 

196Ql 

A deficit on Invisible trade 
«mstttntes the bulk or ttecu r- O <L 

account deficit. Finns ^^TS§-T*«m - 

:;tiival mure' and more abroad 

whfie the number of tourists : "- 

aM other viritors to Finland is FINLAND'S STOCK market is 
increasing at a stow® 1 pace. . . . currently full of confusing sig- 
Anotoertodwcmhpcnetoin: nals. The Hetxtnki Stock 
the deep talitece of paymtats Exchange (HSB) bounced 
deficit is debt service -on few- gniddy back front the October 
■ eign loans. Stordsh tanks and crash u months ago but 
companies actively borrow - recently the prices have taken, 
from abroad where comparable a dip and the trading volume 
interest rates are more tb&i 2 has declined dramatically. 
p«mmfa>g « pn ^j nfat logac thgii The mam rea s o n has been 
. in Finland. Bence, the central toe tax reform which placed an 
tank’s currency reserves have extra burden on companies 
swelled to record levels during and investors alike. The budget 
the past couple of years tor next year will acnp a nnm- 
in creasing interest payments tar of aBowanesa the co inp a - 
totorelgn lenders. - - nies used for minimising their 

The trade balance 1 was tax burden. Meanwhi le foreign 
FMBQQm nn this Mack at tim iiMti t n ti wg have jarg^y.riwcn- 
end of 1987 but the s ur plus ia . doped Elnnlah securities. 

. wbrtnVIng <towH?y ThA - (h the Olha ]ui)d fbS Utt- 
tbe Soviet Urdon has ket has seen a flood of new 

d ramatically during the prat issues. By rntfrOcto bay th ey 
five yearg. The loss has laxgriy amounted to about FMimm, 
been aBset by gains in westan ahnost douMe the last year’s 
Europe* Hotably pulp and record of FlffiAn. Many of the 
paper .But imports are threat- issuers were e nm^pan ii g etaing 
enhig to wipe out export gains, to be fisted on the HSB and 
Finns may have to live in particularly on its OTG list 
this overheated economic di- which has doubled in length 
mate wdl Into 1989. Tta indue- this year, 
try expects a do wnturn some- The i n ve s t men t boom xm the 
time next year. The' mein securities market may well be 
emphasis will be in keeping good for the economy as a 
wages to check, and ftat & no means of vacuuming up excess 
amafianler. Used to tta Sauna, liquidity, but It also reveals 

mapy yfrrrm rtwty wo* h> unhealthy symptoms. 

to sacrifice the ernrant heat tor Helped by generous bank 

a T"/ww fr» f n pw ffl to fixture. hnfflag the issues were offer * 

subscribed dozens of times 
- • OIB Vsrtanan over but when fisted on the 


Helsinki stock exchange: prices have started to sag as . . . 

State groups go for listing 


■ . . . 




about been reached - and 
prices have already started to 


quickly back , from toe October 
crash 12 months ago but 
recently the prices have taken 
a dip and toe trading volume 
has declined dramatically. 

The main reason has been 
toe tax reform which placed an 
extra burden on companies 
and Investors alike. The budget 
tor next year wtoaoup a num- 
ber of allowances the compa- 
nies used for minimising their 
tax burd en. MSoauwhP e faeign 
IiwdtutkHs have hugely, ataxi- 

i ^ nnni ^ Wnwfah. awii rtHaa 

Cto the other band toe mar- 
ket has seen a flood of new 
issues. By mid-October, they 
amounted to wwam,' 

5*>tTmaf k«f year’s 

record of FltSAbn. Many of the 
issuers were compan fes aim ing 
to be on ay use *m 

particularly on its OTG list 
which ^ ag doubled to 
this year. 

The investment m the 
securities market may well be 
good for the economy as a 
of vacuuming up wn w« 
liquidity, but it also reveals 
unhealthy symptoms. 

Helped by generous bank 
touting the fefffwff were {*ftn*r * 
subscribed dozens of times 
over but when fisted on the 
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fufl of conhistofl algnab 


stock exchange toe turnover of 
the shares has ******** moved to 
be minimal. Now, the new 
share issues threaten to 
(te pM M wrlwny prices ffll ***** 


PROFILE: ENSO-GUTZEIT 


World perspective on paper 

xrtsed to buv a minority share amranMnugHH well-nin. profitable and tost- toa h u stoessL. 


poised to buy a minority share 
to 4 Brazilian pulp mill-to 
secure a short fibre eucalyptus 
supply tor Its paper utils to 
Finland and elsewhere. .Mr 
T V .p m Salmi, chief executive of 
the company, envisages Enso 
becoming "a multi-domiciled 
group producing 'Enso quafity 1 
products anywhere u the 

world”. 

Enso-Gutzeit was Finland’s 
largest forest products group 
in 1987 with net sales oT FMBbn 
(SUfan). It had 28 tnlPa ami 
factories to Finland and five 
abroad. Western Europe 
accounts for 76 per cent of its 
exports. The total paper and 
paperboard production readied 
2.4m tonnes, including same 
800 JW 0 tonnes to newsprint' 
and other public atio n papers. 
(MostrfifaeidnkFTnewBp rint 
comes ftpw Kobo’s . Varkans 



Pentfl Salmi of Enso-GutzeB ... 
mil]}. 

Enso has been transformed 
over tixe past decade into a 


well-run, profitable and fast- 
growing pulp and paper group 
by doggedly pursuing a goal of 
concentrating on more and 
more value gin flpf . But 
then it needed to. For most of 
the 70s, the state-controlled 
group turned to a loss - and 
became a laughingstock of the 
nation. 

Having acquired a new top 
management, Enso unloaded 
its heavy cost stru c ture and 
sold off its nan-forest busi- 
nesses. KrafUiner and other 
“low tech" bulk products were 
abandoned as the group 
invested heavily in higher 
grades. Today Enso makes 
practically no brown papers in 
Finland »nrl most of its prod- 
ucts, SUdh as Bqtdd packag ing 
boards, newsprint, laminating 
papers and fina papers are 
among the wm* advanced to 


It is fair to say that the cho- 
sen strategy was the odly via- 
ble option. Finland’s high 
labour, energy and raw mate- 
rial costs could hardly s u ppor t 
production of bulk products. 
As gahni puts It *tox invest- 
ment in a new s tan da rd news- 
print mtn, for examp le, would 
not be profitable in Finland 


Cost redaction was one of 
riiA prim** motive behind Bmp 
drive to establish joint ven- 
tures with the Soviets. The 
other was concern about raw 
material supply. Enso, which 
has most of its palp and paps* 
mffl« in the south-eastern part 
of Finland dose to the Wi*«™n 
border, has tor years sought to 
increase wood imports from 

the i wi gh lM Mi r lufl mn n iry - 

The state owns 502 per cent 


market Many analysts believe 
that the total value of new 
Issues ought not to exceed 10 
per wiwt of mn ftoi capitalisa- 
tion *lia* Hmti: pa ff jnut 


of Enso's shares and controls 
two thirds of the votes. 
Aitiimirit a listed company, 
Thwn often finHa itself limn- 

strong by the government’s 
unwillingness to increase its 
share capital. This year the 
state provided Enso with 
FM90m to new share capital 
but at the same time Enso paid 
tiie state FM5Qm to dividends. 

The net difference of FM4Qm 
compares with the group's 
total investments of FML5hn 
tHta year. On the other b«md 
Enso successfully raised a total 
of FMSOOm through rights 
issues both in Finland and on 
international capital markets 
earlier this year. 

Mr Salmi makes no bones 
about his wish to dilute the 
state’s share below 50 per cent. 
That would put the group on 
the same footing as its private- 
ly-owned competitors on the 
Helsinki Stock Exchange. 
Many observers believe that 
Mr Salmi's wish may well 
iw«nww reality to a tow years 
time. 

Ofll Vlrtanen 


Although many of the new- 
ly-listed. companies am small 
they also include some inter- 
esting a ntnmts, notaM y state- 
owned companies which the 
Finnish government has 
allowed to raise an the 
stock market for the first time. 
First among these to IatttwTi an 
issue was Valmet, the metal 
and engineering group, which 
raised FMTSOm through a new 
share issue ntmeH at domesti c 
investors. The issue consisted 
cf20 per cent of the company’s 
share capital but only 80 per 
cent of it was subscribed by 
private investors; the remain- 
der ended up in the vaults of 
KansalHs -Osake-P ankld and 
Fostipankki, the com- 

mercial tanks. 

The next state-owned com- 
pany to come to the HSB will 
be O u tok um pu, the base met- 
als group, which plans a listing 
tor the shares it gave to 6200 
employees, in exchange for 
bringing their generous pen- 
sion rights to the “normal 
level”. The total of 182m 
shares equals 25 per cent of the 
company’s share capital. 

The Finnish government, 
miHTrp those in many other 
countries, is not willing to 
shed control of its indust ri al 
groups. Neither does it sell 
gristing shares. Rather, it «!*»*« 
to ensure that state-controlled 
companies can raise cauital cm 
eqml terms with privately-held 

fflmnpawlp* 

Another interesting new 
company on the HSE will be 
Skopbank, the Finnish savings 
bank group, which raised 
FM495m in September. The 
issue was subscribed four 
tmwa over to 1% days. What 
malms the share w o rt h watch- 
ing is the fa** that gtarobaiik 
ami particularly its own portfo- 
lio managers are g **narally 
regarded as the most aggres- 
sive players on Efnlamfs capi- 
tal markets. 

The stock market has been 
to a period of lull during Sep- 
tember and the early part of 
October but analysts argue 
that the firndamerdals of the 
Finnish economy and the out- 
look for listed companies is 
stm fairly positive. Even the 
effects of the tax reform, which 
will put a squeeze an compa- 
nies, should not have a major 
pe rmanent effect on the stock 

prfean 
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Morepeapk are taking up exercise at 

; horoeevoyday. 


dob^tokxjkb^oodttaprtxnises 
. of near-instant results with 
tete outky in effort 
. and cost 
Locdc instead at Turduri. 
V Because exatise at home is 

Vi \ Kke exererc anywhere. 

i Y\.\ .. ‘^grit^vraatyou 
\ Y\ \ - put to. 

\ \ \\ And paring a Tuntuii 
\ \ \ exaasemadbtineuXD 

\ V \ yoor fitness plan provides 
yV- . the best start possible. 
\ V V" -■ You enjoy ibe 

\.\ \ omwenicDceof 


EXERCISE YOU CAN CONTROL 
WITH MEDICAL PRECISION 
Tiinturibuikisacxjnxplete range of 
. fitness equipment - enodsecydesto 
iowiog roadynes, treadmiOs to multi-, 
gyms — all des^ned fbr optimum 
stnex^th, complete safety and total . 


tfc effectiveness ofthe 
ccpapmentnsedinAe 
' woxid’sticm fitness 


Not onfy is e voy con^xment 
er^n ec ied to automotive stan d ar ds,, 
hitt the essentia Icardio-vascnlar aspect - 
of 4 Tunturi wodc-ocrt can be 
controlled as you exercis e with 
naedkal precision. 

TUNTURI CANNEVERBE CHEAP . 

; AMtoqg^i no nnachiiie canying . 
dze luntun name can ever be cheap, 
die cost of such refinement is terfirpm - 
prohibitive. In feet more people 
throughout die work! are now using 
Tmmm equipment regufady at home. ... 

YOURNEXTMO VE FOR FITNESS 
Request the Ttudturi Tntness 
Guide’ and information pack, by 
returni ng the coupcro, or td^uroe 
Bolton Stidand Intematkmm on 
0602 822844. 

. But don’t leave it too long. The' 
sobneryou brii^ 

Tunturi home, . . 

TtJIStTUm 

-Seriously.’ 




Tunturi is available fromlea&ng Sports and 
Dep a rtme n tal Stores. 


Please send me thelimttii fitness Guide* and information padc 
Bokoo StiaaffatcralkaMt Bohad Hou>c;Nottin^>ain South faahatzfal 

. BMe^Ruddiq^alaiB^’MfiMLNata^uBn NGU 7EP 


MIDLAND MONTAGU 
OSAKEPANKKI. 



TREADMOL 


FOREIGN EXCHANGE, 
MONEY MARKETS 


Spot and Forward □ USD/FIM □ FEM Gross rates against 

major currencies □ Other Scandinavian currencies. 

Currency Options against FEM 

Interest rate products in FIM 

Midland Montagu Group services and products to Finnish clients 


AND SECURITIES. 


Equity broking and advisory services for Finnish and international clients 
Comprehensive research and knowledge of Finnish companies 
Member of the Helsinki Stock tftmhginge 


Rw further information please contact: 

FX AND MONEY MARKETS Mr Jussi Osola, Deputy Managing Directot: 

SECURITIES Mr Veli Pekka Huotari. Executive Director: 

Midland Montagu Osakepankki Etelfiesplanadi 22a, 0QL30, Helsinki, Finland. 
Tfeh (090) 3580601 766. 
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Shipbuilding is still suffering financial losses, not least because of EC subsidy policies but . . . 


Shipyards look ahead to better times 


AT THE beginning of the 
1980s, Finland had four inde- 
pendent shipbuilding compa- 
nies, all of them profitable. 
Today there are three and all 
the yards operate at a loss. 

The shift sounds dramatic, 
but to a certain extend it 
been manageable. No company 
has gone bankrupt and none is 
In immediate danger of doing 
so. While the companies have 
closed a number off yards and 
cut their combined workforce 
from 18,000 in 1982 to 11£D0 
today, thin has not resulted in 
large scale unemployment. In 
fact, a brighter fixture may 
loom just around the comer. 

The biggest blow has been a 
lack of orders from the Soviet 
Union which traditionally 
accounts for almost two thirds 
of the output of the Finnish 
yards. During the past 18 
months no company has 
received any new orders from 
Moscow. 

That is largely the result of 
the imbalance in bilateral 
trade. Exports to the Soviet 
Union have been put on hold 
as the value of oil imports has 
declined. 

Consequently the Finnish 
yards have been forced to trim 
their operations. Wdrtsild 
Marine, the company that now 
encompasses the former ship- 
building operations nf War ferilfl 
and Valmet, has shut down 
two yards. Eauma-Repola, 
meanwhile, has decided to con- 
centrated its shipbuilding 
operations on only one yard 
and fired 600 workers in the 
process. 

Wlrtsfla Marine's net sales 
last year totalled FM2ba and 
its losses amounted to 
FM205m. Raoma-Repola’s ship- 
building and marine terhnnl- 
ogy division reported net sales 
of FMUttm and its losses, 
which fixe company does not 
disclose, is estimated to be 
around FM200m. Hollming, 
Finland's third shipbuilding 
company, report e d net sales of 



FM520m In 1987, down by 22 
per cent from the previous 
year. Loss before appropria- 
tions and taxes dipped to 
FM36 dl 

During the first half of twn 
year the situation turned 
bleaker still. Wdrtslld has 


reported that its Marine sub- 
sidiary suffered a loss of 
FM38&n In January-August on 
sales of FMl.Sbn. Rauma 
announced that work at its 
shipyards will end In August 
ZS89 if the company does not 
get any new orders. 


As an exception Hollming 
reports that its yard is folly 
employed till February 1989. 
New orders, of course are the 
first priority, but the compa- 
nies are also worried about the 
prices depressed in the increas- 
ing competition. Much of the 


losses stem from the fact that 
the shipbuilders have taken 
orders at rock bottom prices. 
Unlike the EC countries, which 
are allowed by Brussels to sub- 
sidise shipyards by up to 28 per 
emit of the export order, Fin- 
land does not give aid to the 


nhiphuflillTig -rampanteS- 

If the present situation looks 
full of gloom and doom,, the 
. companies themselves and 
many analysts remain optimis- 
tic. To start with, the recent 
negotiations between Soviet 
anii Finnish trade officials 
have introduced bard currency 
credit into bilateral trade 
between the two countries. 
More specifically, Finnish 
loans to the Soviet Union are 
planned to aid Finnish capital 
goods exports irrespective of 
the trade imbalance. 

Shipbuilders now expert the 
credit negotiations to open, the 
gate to new orders before the 
end of this year. That would 
probably alleviate the prob- 
lems at Rauma-Repola and also 
WSrtsila Marine. 

■ At the same time all Finnish 
shipbuilding' companies see a 
* brighter horizon also in the 
West where the shipping reces- 
sion is gradually receding. 
Wflrtsiia Marine has already 
enjoyed the first stage of a 
mini-boom in passenger ves- 
sels. The company, which is 
the world's leading builder of 
luxury cruise liners, currently 
has 8 passenger ships and two 
cruise timers on its order books 
wrath a total of FM9bn. 


Providing that the stream of 
Soviet orders is switched on, 
the Finnish yards will probably 
maintain their current posi- 
tions, at least in the medium 
term. One of the biggest prob- 
lems now, ironically, is the 
lack of skilled labour, warisfld 
is already hard pressed to find 
600 qualified workers for its 
yards while Hollming would 
employ 100 workers right away 
if it found competent ones. 
Another major problem contin- 
ues to be the price levels 
required to win new orders. 
Finnish' shipbuilders continue 
to demand that the EC stops 
allowing subsidies altogether. 


OUI VlrtaiMNi 



KEY FACTS 


Poputetton — ........... — - 4.8 million 

Aiwa -..338,144km 

GNP par head 11,420 US dollars 

GDP for 1987 Finnish marks 394bn 

TRADE 

Exports for 1987 ........ — , : — FMQflbn 

Imp orts for 1987 — — - — FM98bn 

Current account balance FM -8.5bn 

Consumer price Index for 1988 z. — 5.25 per cent 

Earnings Index for 1988 — ... .... 9.00 per cent 

Une mp loyment rate for 1988 4.8 percent 

Net foreign defat as % of GDP.1988 15.5 percent 

Budget deficit for 1988 1 FMIJSbn 
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PROFILE: KARI KAIRAMO 


ENSO SETS RECORDS. 



Enso-Gutzeft Oy, the Finnish forest products com- 
pany, wffl have a turnover in excess of 1.1 billion 
GBP in 1988. h addition to its heavy capital com- 
mitment to plant modernization, Enso has recently 
acquired two important paper nulls in Finland. 

Enso is now the world's biggest exporter 
of liquid packaging boards. For certain products, 
like laminating papers Enso meets up to 50% of 
the global demand. And Enso is Western Europe's 
biggest producer of sawn timber. 

Enso is also Finland's largest newsprint pro- 
ducer supplying publishers around the world. 


Moreover, Enso is today one of Europe's leading 
manufacturers of woodfree papers. Our range 
of papers is the most varied and comprehensive 
on the market. 

Enso's success is based on technical expert- 
ise, dose links with customers and a smoothly Func- 
tioning international marketing network. In fact, 
Enso markets all its own products worldwide. 
Enso's extensive real time information transmission 
and service system is unparallelled in the forest 
products industry. 

Get hi touch with Enso today. 


€B 


ENSO - GUTZE IT OY 


En»-Gut2&tf Oy, Head Offico 

Kanavaranta 1. P.O.Box 309. SF-00T01 HcfaMa. Finland 
T«L + 358-046291, Telex 121438 onto if 


Enso Mwtating Cotnpcniy Lid Enso FufaCcotion Papan Urreied 

Eras House, Cray Avenue, ORPINGTON Great Britain, Kent BR5 3PW 35, Old Queen Street, LONDON SW1 H9JA Great Britan 
TeL t44}0689469U dram London 66-36911], Telex 896155 enso g TeL (44)01-2226515, Telex 922018 epp g 



Nokia’s euro-optimist 


MR KART Kairamo, dialmuin 
of Nokia Corporation - Fin- 
land’s biggest Industrial com- 
pany - for the past eleven 
years, is thinking more than 
ever European nowadays. 
Indeed, he has even decided to 
move some of the company’s 
key decision-making into a 
headquarters in central 
'Europe; • ■ *■ - • 

The' prospect' of the 1992 free 
internal market in the Euro- 
pean Co mmunit y does not 
worry him. Indeed, he regards 
it as an opportunity rather 
than a threat to Nokia’s future, 
declaring his enthusiastic sup- 
port for open capital and 
labour markets in Finland. 

“We need to crane as dose as 
possible to EC rules and direc- 
tives. Of course, it is a waste of 
time talking about Finnish 
membership of the EC but lam 
very confident that we can cre- 
ate a European economic 
space. 1 am a Euroopthnist," 
he says. 

"We should not be afraid of 
joint European decisions. Most 
of the big companies in Europe 
are still very nationalists faint 
this will change during the 
1990s.” 

Mr Katramo*s business inter- 
nationalism Is nothing new. Hfi 
Tiaa spent much of hia business 
Ufa in the world outside Fin- 
land. After graduating with, an 
engineering degree from Hel- 
sinki University and spending 
a few years with a company in 
Finland, he was sent as plan- 
ning engineer for the Metex 
Corporation to Poland In 1962. 

This was followed quickly fay 
a short stint for the company 
in its Brazilian office in Sao 
Paulo before he moved onto 
the US. His Noirth Am e rican 
experience In the 1960s with. 
Madden’s, the paper machine 
company turned out to be cru- 
cial in hia career development. 

He says those years were 
“the most rewarding time of 
my life”. Taka other business- 
men from the Nordic area 
before and since, he thrived In 
the cut and thrust atmosphere 
of the American business 
scene. His rolled- up sleeves 
approach and disarming infor- 
mality derive from Us years 
selling paper machines across 
the US from a small New Track 
base in the Rockefeller centre. 

Kairamo returned to Finland 
when he joined Nokia In 1970 
as the company’s foreign 
affairs vice president. Thereat- 



Karl Kairamo of Nokia 


tar, his promotion to the fop 
was rapid and he was 
appointed chief executive In 
1977 at toe age of 44. 

The. middle 1970s were a 
vital moment In Nokfa's devel- 
opment. Tn the aftermath of 
the world oil crisis we had to 
decide whether to Cut back or 
grow by becoming more inter- 
national,” says Kairamo. “Of 
course, Finland has always 
been . dependent on foreign 
markets. And I have always 
believed you must integrate 
with your custo m e r s" . ' 

Under his dynamic leader- 
ship, Nokia has grown into an 
impressive multi-industrial 
international enterprise, 
though its profits have dropped 
sharply so for thfa» year, mainly 
because of an . expensive 
restructuring of the company 
and the cost of a number of 
recent large acquisitions. . 


Around half the 
44,000 employees work 
Finland now, mainly in Swe- 
den and West Germany. Dur- 
ing the eighties Nokia has 
made deep iniiniatl ” into a vari- 
ety of product markets, becom- 
ing Europe's third largest col- 
our television producer, and 
one at the waricFe leading man- 
ufacturers of cellular mobile- 
telephones as wall as produc- 
ing cable machinery and digi- 
tal - telecommunications 
systems. It also now happens 
to be one of Europe's leading 
soft tissue producers and man- 
ufactures rubber tyres as well 
as footwear. 

Inside the Nordic region, 
Nokia is now ah industrial 
colossus to be reckoned with, a 
prominent example of Fin- 
land’s business success story 
in the 1980s. But it is also very 
much a European Community 
company as wen, participating 
fully in the Eureka and Esprit 

E rogr a m m es. Kaframo’s grand 
usines8 design looks far 
ahead of much of Finnish 
industry and public opinion. 
“We Have changed a great deal 
in the past IS years,” he says. 
“We will change even more in 
the next 15. You can never stop 
bat you must renew all the 
time”. 

Over tiie short-term Kairamo 
wants to consolidate and 
strengthen Nokia’a existing 
market position in western 
Europe. “We only cross the 
oceans when we have some- 
thing specific to sell,* he 
argues; though he is pleased to 
see Nokia so strong in the US 
in sectors like mobile phones 
and machinery. 

As a leading figure in the 
influential European Roundta- 
ble of senior industrialists, 
however, his perspective 
re mai ns firmly based on conti- 
nental developments. Yet Kair- 
amo remains emotionally Finn- 
ish at heart He Mcaa no thing 
better than to relax on a bear 
bun t in the north of the coun- 
try with his rucksack on hfa 
back, sleeping under the stars 
and he keeps fit by playing a 
Finnish variant of Ice hockey 
called bandy. . . 

But the pre ssur e of work is 
never far away. Out in the 
wilds he always remembers to 
have a Nokia mobile phone 
with him to keep in touch with 
events, 

Robert Taylor 
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Neutrality on the line 


Continued from page l 

The fundamental question 
remains - just how far can 
Finland move in the ECs 
direction without placing 
severe pressure on Its tradi- 
tional foreign policy objec- 
tives? As Prime Minister Hofic- 
eri explained in a lecture last 
November to commemorate the 
memory of the country’s leg- 
endary president Urho Kekfco- 
nan: “F inland lias consistently 
avoided political linkages as an 
aspect of arranging her exter- 
nal economic relations. 

“Our country has partici- 
pated in economic Integration 


only in circumstances In which 
neither the basic security and 
foreign policy sedation mat we 
have embraced nor the trust 
that has been accorded it has 
been plat ed in Question". 

In fact, Finnish policy-mak- 
ers cannot afford to be con- 
cerned just with the EC move- 
ment to a free internal market. 
As always, they most keep a 
clear eye on other European 
developments that affect their 
own national independence. 
Ever the HftMnW inaugu- 
ral meeting of the Conference 
ran Security and Cooperation 
in Europe, as long ago as 1972, 


gnjaad^fi as play ed an active 
part in the international moves 
to ensure a relaxation of ten- 


. watodns a key rimw* 
in Finnish foreign policy. In. 
tkenationtt deStenS 7 the 
counters future direction due 

Srv’riSi n e g m onth, ho Finn 
aflfcd to ignore the 
™itioiai tenets of their cram- 
tiy's PaHctea that have given 
them a genome prosperity and 
fiercely protected security 
-id World War. 
Robert Taylor 
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The Plantagenets 


f *CTs 


The Boyal Shakespeare 
Company season in the Tn»i n 

at last finds at focus and Men- 
tlty in folsihree-ptay cyde 

- adapte ^ E SS tteJ3 ®w» prSE 
ogy and Dfchtzrd UL Hie new 
m^are Bcwy VT.TheBiseqf 

BAoardIVm&Skhmailims 

Death. 

Th e nine-ham* blockbuster 
™ perfo rmed as such lor the 
tet time cm Saturday and was 
received with approbation and 
I Qying bouquets, I fait » b at~ 
Adrian Noble's production, 
having started magnificently, 
dwindled by the hour and 


psychopathic Crookback. . 

There 'is no re-writing as 
ttere wasia the BSC Was of 
the Boses In the early 1960s; the 
editorial 'contribution of 
C h a r l es Wood is a conven- 
tional condensation of the ' 
prentice plays, Hemy V7 Pat 2 
suffering most, and snm» 
minor shuffling of speeches, 
notably Gloucester's that great 
soHlMpy hi. Bemy VI Part s 
ahead of Heavy's flight from 
Scotland. 

The emphasis is cm the riv e 
of the House of Yoric David 
Calder's grandiloquently leo- 
nine Richard' Plan tage net 
yielding the unstable reigns of 
Edward and Gloucester Before 
the onset of the Tmtocs. 'There 
is no Intellectual pattEridng.crf 
the events as there was in both *• 
the Hall/Barton eyrie and the 
recent English Shakespeare 
Company version which cli- 
maxed in the onset of a televi- 
sion age democracy. 

An ton Lesser, who rimt to 
prominence ten years ago as a 
baby-faced Gloucester in .the 
Terry Hands* complete Henry 
VI, now follows the Jan tmw» 
trail to Richard with “Now is 
the winter of our discontent* 
delivered half as a public 


speech to Edward's court; half 
as a malevolently twisted sain- 
oqiQp. Tbis-is ib* modern, 
waned ironist and political 
deviant, unrelated to Antony. 
Stef's leaping bottled spider 
with antennae-like crutches. 
Sber bared bis tanfclSSsr 
his withered handWbtfa seriiK 



lesser is not tony but he is 
Intermittently chilling. Htt 
wears a medical toft boot and a 
shoulder hump to which he 
damps an aM«w niece & 
half stuck poreopfaeThalf coal 
scuttte. Rfabmond’s lance at 

Bosworth ones dean ti mnw h 


is n 

" W --■■yi jte «ml Ife wuw 

foe cmreut’ serious RSC mal- 
aise of. sloppy articulation. 
- Loser Jet* too many. «u»» 
In his" mouth; mad there- is no 
upward lift to shoe out the 
metre. 

Ralph FiehneS, infallibly 
audible, is an o n tutw iMH^ g 
Henry VI, tesstbe tearful 
Saintly hermit of David 
Warner, more the wryly pained 
victim of political carman-* 
stance. When he lets the lands 
frame David Waller's jufcHy- 
imposfag Gloucester, you feel, 
with him, that all is test How-' 
ever, other Mg resonant roles 
lik e WarnSdc Sqgktogham 
arc seriously un d erpow er ed. 
/The other major occupation 
Is Penny Downie's of Margaret, 
of Anjou. Sleek andT slinky in 
dresses of rubbery rilit and 
crndied velvet, her infatuation 
with Suffolk (Oliver Cotton) is 
dfirtiic, thrir separation a sex- 
tod disaster. She hardens and . 
ages into the vengeful sadistic 
battiemonger of tbe second and 
third Henry plays *tiii 
commands stage centre as the 
cursing revenant of Richard 

nr. 

The lawpntnHnnft Of the last 


Bln ririm ste- trilogy: The Plantegenets, at Ste a tf o rd-gpwa-Avon 


Downie, Marjorie Yates's Duch- 
ess of Task and {the only other 
first-rate performance) Joanne 
Pearce’s Queen Elizabeth. 
Women and children, shawled 
refugees of dynastic faiy 
out are seen homeless in the 
Mfegznow. The Various sun 
of YoBk has been edtoeed by a 
huge P fl T y t n d my. Bichr 
artra dreams are troubled at 
Bog w or th fay dusts, a surreal 
gardenscape cc bleeding statu- 
ary, most striking until the 
drat is ruined by movement 
At least here the brilliant 
visual coherence of the first 

that 

very nearly an inert old-fash- 
ioned costume parade, with far 


too many heavy velvet desks 
from stock and a terrible pleth- 
ora of bad wigs. If I bad been 
Jack Cade (Oliver Cotton 
again) I would have gone dong 
wit! cheap beer and death to 
all lawyers but I would also 
have ba nished aURSC wigs, 
starting with my own. 

Even Joan of Arc (JriUa 
Ford), who quite agjnstfflably 
gets to sleep with the Dauphin, 
has a lousy wig but at least In 
the first play the Noble and 
designer Bob Crowley combi- 
nation is seen at its very but 
There is fluency in file Preach 
scenes unmatched elsewhere. 
The grilled stage floor filters 
rising steam like the streets at 
New York. Hie heraldic ninths 
of the English court and the 
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The view front Zanzibar 

Colin Amery at the Aga Khan seminar on Third World housing 

r here was som ething extraordi- could be more lush firids of cloves the poor «m actually afford. The 

nary about the right of home 80 piantuftimi of bananas; the city could be people’s architecture fly* may not 
intematumaT experts gathered in ■ restored to emphasise the fact w™* Zand- any er win any awards bu 

the heat Of the island of Zanrihar har has alwava been the e uhn ral rmss- be the teats of initial devdonment 


r here was something extraordi- 
nary about the righ t of some 80 
intematinnar experts gathered in 
tbe heat of the island of Zanzibar 
to discuss architecture with particular ref- 
erence to fofr&wmtt.haushjF. They had 
beat gathered and flown f rom the main- 
land the umbrella of the Aga Khan 
Award for Architecture. This awardis cer- 
tainly ti ff best of its vtmi in the world. 
Bom ten years ago at a nm when it 
looked as though oil money and we ste rn 
architects were about to cover Islamic 
countries wifoafleu structures*-:!* ultaato 
Hnl[| fj ^ M flimnPli fratWiMi .t&ihyliyiKinL" 
The incongruity at a.kmd rf arffflhfc- 
tural United Nations taking place in Zinzi- . 
bar lies in the nature and co n d i tion otthat 
troubled island. Zanrihar hes traeaggy off 
the coast as partuf Tanzania and revolu- 
tionary panties have rimnet fatally ^dis- 
turbed tts financial and trading staMUty. 
The results of tbe recent unhappy past 
show most deady tatlK condition x£tte 
fabric of tiie mafaurban settlement fax the 
old Stone Town. . .. - 

This was, untfl tbe revolution, occupied 
by Arab and Indian traders. Itstillhas 
mosques and nuakrisbutxnaiiy of ti» flxfe 
balconied houses with their brass^todded 
and carved docns.are. now. filled by .poor 
families of squatters. By the middle of the 
1980s the whole town was in a ruinous 

o opditipD , ■ r 

Today, helped by foreign aid and a 
change of attitude on the part of tim Tan- 
zanian government towards a. UberaBsu- 
tion of the economy, things are very 
slowly . improving; Thera has been hflp 
from the UN, UNESCO, the EEC and tte 
UK Intermediate Technology U nft. 'F or 
three years the Stone Town OanseaVatkfli 
And Development Authority H g' ftetti 
encouraging the return of private owners 
willing to restore houses but a great deal 
depends on tbe al ^Hty of the gov enitnen t 
to rehouse squatters. ... . 

But garnnhar is.also an island with _hnge 
potential for wril-orgazdsed tou ri s m . Tlmre 


ARTS GUIDE 


could be more lush fields of doves and 
plantations of bananas; the city could be 
' restored to emphasise the feet that Zanzi- 
bar has always been the cultural cross- 
roads between the Arrii, eastern world and 
black Africa; Souks, mosques and Persian 
baths are there for restoration along with 
todcoKded hufianaiyle houses and relic* of 
the British protectorate. There could be 
.beach hotels but the Island today is a sad 
scene trf decrepit u de. 

■- Zanzibar should look to the re s tor a tion 
and nfflacw w y of the Kenyan coastal 
Itownef Lamd as an esan^eL The . drie- . 
g aioS-’w e t t H riMwraihtfwoA rathe National 
wi iwintte nf KttisW' and Uneeco-in tins 
oHed Bving-town In East Africa. The 
stone houses, narrow streets and fine 
WBferftotttdote bwdcsaineSOD years. Tbap- 
ism obedd &ddunettdb'dhr its Mamie 
dmreriar and aheady mere is, in niy view, 
too mttrii forelgi tuflaence. BaocereBdttty 
may protect Iamn. The intr^id should go 
before it Is spoiled. 

'VT was not conaervriton but housing 
. ' .M: tiroUems that focused the attention - 
■ W of the driegates. They were coping 
-JL with. Hfc In a “modern'’ hotel fet 
demonstrated daily the unsuitability of 
■ modem kvddtoctnta to the trades. Each 
. d ay wenassed throug h the long G reet s of 
concrete housing blocks recently boat by 
the East Germans; alongside are the squat- 
ter se ttl eme n ts and the tin-roofed huts 
that accommodate most of the Menders. 

The. most useful contributions at the 

W w iwir . fiiina not f wvm nwrifUK 

to tnritesrimiariyiikr statistical prints, but 
ftum delegates wto vrodc dose to the prob- 
km>. The P resident of Tanzania stressed 
the need to encqmage^ UMxfemity while 
protecting trad iti onal roots. H» delegate 
representing the Hyderabad Development 
Authority in Pakistan described his experi- 
mental approach to housing the masses, 
explaining tim need for gov» m miimts to 
provide land serviced by Water and elec- 
tricity where self-build housing can be 
erected and paid for -In instahnents that 


the poor can actually afford. There is a 
people’s architecture that may not fit into 
any textbook or win any awards but it can 
be the baris of hdtM development 

TMa was the message of the seminar 
that came over most dearly. Architects, if 
they have a role in the solution of the 
problem of mass housing, most foam from 
the people they are asked to house. Tower 
blocks are not the answm for Zanzibar or 
Nairobi but they still appeal to poUticfams 
sod architects because they offer vbflfla 
and almost Imaiedfate results. ■ 

, & proved easy to define problems at this 
International c on ference but at the end at : 

on the fab le How c*" everyone have a 
home? Should professionals became “bare- 
foot architects’* firing with the poor? Can 
foe mass solution be avoided so that the 
fadfrldnaftty font is fcrticM to tbe nature 
of houses is preserved? How can the inar- 
ticulate mass expiahi their needs? Does 
design have a rote when it comes to tbe 
emergency boosing? Bow important are 
new materials and can infigenoos materi- 
als be upgraded? 

International seminars do not proride 
answers but it is I mp ortant that the basic 
problem of providing shatter for mankind 
Is shared and discussed. What emerged 
most dearly from the heat of Z taribai w a s 
that third-wodd governments may not 
haveihe resources to provide houses but 
they can prepare and des%n the support 
systems for those who are working dose 
to the poor. 

FT Architecture 
at Work Award 

Entries are sought for this year's 
Arc hi tect u re Ot Woric Award, which doses 
cm November IB. Stems are available from 
from the FT Press Office. The Award, 
made for ad outstanding work of indus- 
trial or commercial architecture completed 
to the last two years, will be p r esented 
next Bpring. . 
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brig ht definition of the Temple 
Garden plucking of roses on a 
golden bough, give way to a 
forest of golden thunder 
sheets, steneflted with the fleur 
d « lys. Ladders scale tine 
akbupy bulwarks at Oridaos 
and the actors are let loose Ske 
trainee ktexines. dl touts 
o f tbe th ea tre, ri de erife and a 
turteted gantry: 

Ideas abound. When Joan 
dies, her hands are stigma- 
tised, and thefiettb who sur- 
round her are the English 
half-dead, hrriratfrng tire spiked 
dog Talbot (Robert Demeger) 
ww Ms son. Tbe JmiBi of Bean- 
fort (Anthony Brown), his body 
bled with leeches, confirms 
Henry in his itinfl^ intima- 
tions of mortality. 


David Bhttiey^ new ballet, 
riven Us first performance on 
Thursday, returns to the worid 
of mythology which has 
already concerned him in 
Young Apollo and Sons of 
Horns. The Trial of Prometheus 
iHfffft aomewbat fa its hnpH- 
cations, ikoDfo, for there 
seems an nnoetcureent of 
Bearing which relates direefly 
to the act Of artistic oeatha 
quite as much as to the narra- 
tive of the hero's of 

Hfe fate duHclay. 

We first see Prometheus 
(Stephen Jefferies) fa font Of 
a vast pendant c u rt a in. Bis 
nevb animated ere at nr es 
(Fiona Chadwick and Stamm 
Rice) are ended at Us feet 
The curtain rises, to reveal the 
gods assembled to pot these 
: brings to the test. Ares and 
Dionysus (Antony Dowsan and 
Guy Mblett) modi thrir lade 
td human energy; ApoQo and 
> Hermes (Jay Jutey mid Brace 
Swwatwn) variously dalde thrir 
riumahmss. Flmally a dismis- 
sive Zeus (Derek Rancher) 
takes away thrir fives. 

The action fans far Is rather 
shart-breathed, the state inge- 
nious without seeming dra- 
matically very Potent. There Is 
a handsome set by Terry Bar- 
tiett ri a monolithte cream-col- 
oared w^nip interior, adorned 
with key-pattam decoration, 
'and CMtiraaSiig that after 
the fashion, of Sons of Homs - 
identifies each divinity most 
dearly by a fcfeed-dres*. 

The (Rympbuu ant seen as 
ca ri c at u r e s , stupid and mock- 
ing. They • are- unworthy 
judges, and Prometheus* 
riposte to them' comes after 
Zeus has taken the life-force 
from the creatures. 

It Is at this moment that Hr 




The World in the 
Evening 


COVENT OARDDI 

At the latest of the “Garden 
Concerts" on Friday, the Royal 
Opera House Orchestra under 
Bernard Haitink played the 
Ant of the works specially 
camxnJLssxmed for the series by 
the David Cohen Family Trust 
This is an admirably enlight- 
enedpoBey b ut in itself no 

WUA Is what made tbe 
beauty* eloquence, and pro- 
found Impact of Nicholas 
How's The Worid in the Even- 
fng don My satisfying in them- 
selves, and as a rare example 
of entrepreneurial virtue 
rewarded. Maw’s half-hour 
orchestral nocturne and the 


dsm On the PurceH-lika titles, 
In the soft, string-vibrant, 
wind-and-horn-cushioned tex- 
tures of the introductory para- 
graphs) that also stamps Maw 
as a 

But as ever, his musical 
idiom, with its melodic sensu- 
oosness, and its wonderfully 
mnsKrianly (the repeated use of 
the adjective cannot be 

avoided) balance of tonality 
and chromaticism, owns also 
Us European influences. A 
sharp Stravinskyan cutting 
edge shapes the welling distur- 
bances of the Fantasia and 

foe 1 saMEri"Lull^^a l JfoSer- 


m ».* tj 


vi-T-J 




Jnveantkm *h&> starts to flag, 
and the fattiness of the second 
play is never overcome. The 
Kientidi uprising ami the Simp- 
coat phoney miracles are done 
with tittle Joy, flair or humour. 
Surprisingly for the RSC, there 
is little sense of a n ation In 
turmofl. Cutting the Horner 
scams and the Part 2 conjura- 
tions for the sake of has an 
hour does-not brip. 

Consistent throughout, 
rather, is a h ealthy refob Ra- 
the gory, with some wonderful 

severed heads, a forest of them 

swaying on tall poles above 
Jack Cade,' and showers of 
blood gree thig the of 

Clarence (David Morrissey). 

Michael Coveney 


share a title, but nothing else: 
tiie hm«p iwh ' has used it to 
indicate the abnospheric ethos, 
a worid poised between night 
mwt dawn. <**p and waking, 
meditation and subconscious 
fentasy, which the work is 
intended to evoke. ^ The shape is 
clear - in terms, 

two Lullabies, one at either 
end of Maw's arch-form, 
between which lies a sharp- 
toothed, fast-moving central 
Fantasia. 

Like Britten, Maw possesses 
the fanatriy musical gift of 

ft turner ttia wimtf wrtnwilj mw ii. 

fag musical gesture - fa. this 
case, the Bzitten-ish hzDing fig- 
ure that opens the work - and 
thop p nr wri wg its famficafions 
fa forms and soundsthat are at 
once stringently argued and 
immediately appealing. There 
is a streak of English Rotaantl- 


the emotional range. This is 
the music of a composer 
mature in more than tech- 
nique. 

It was impressively played 
by the orchestra (who repeated 
the programme on Saturday at 
Covent (fartan and las p* ni ght 
at the Norwich Festival), 
althoug h the theatre acoustics 
still terri to dun the wind and 
brass presence. 

Maw was followed by Mah- 
ler’s Five Rucfcett Songs, with 
Margaret Price’s voice and art- 
istry in incomparable form, 
and a Dvorak Eighth superbly 
poised by Haitink between 
bf K’pifr good humour and dra- 
matic intensity. 

On thm evidence the “Gar- 
den Concerts” innovation is a 


Max Loppert 


Simon Boccanegra 


Trial of Prometheus 


Biutley** sympathies are 
declared. The creatures stir 
into life again; Prometheus 
turns fa anger upon the judges 
and envisages the fixture of bis 
creations, as they beget prog- 
eny and populate the stage 
(and the world). It is, of 
course, an Implicit comment 
about the artist faced with 
criticism and the fal—ieal 
codes of Us society, and an 
f wi ta a of US fatth fa what 
he does. 

But flu exposition appeases 
some h ow passionless, lacking 
fa sh arpaem off language as of 
faeWng- And there Is mi awful 
temp t a tion - because of the 
way they are costmned fa stri- 
ated tights and with string- 
Hke wigs, and because of poses 
they take - to understand 
fhrt what Prometheus has cre- 
ated is tbe cast of MacMTHan’B 
Rite offspring. 

The effect of fixe piece Is, in 
sum, muted, despite tbe craft 
and fetid tons touches of the 
choreography. Stephen Jeffer- 
ies, who could nuke a laun- 
dry-list dramatic, hat little 
chance to show his mettle. 

BOs two creatures are rather 
better served, and admirably 
Impersonated by Sbnon Rice 
and Fiona Chadwick, albeit 
thrir dances are too often cast 
as purposely weak responses 
to tiie comments of the gods. 
These last have solos which 
find Mr Binttey at Us most 
Uncut - as a maker of dance 

There Is a commissioned 
score by Geoffrey Burgon 
which supports the action , 
and makes an the right nofees 
without - at a first hearing - 
g qmdiwg mere t ha n effidoxL 

dement Crisp 


October 21-27 


David Alden’s conception of 
Sbnon Boccanegra did not con- 
vince Max Loppert when it was 
unvested last year Rn pitch 

National Opera’s first revival 
of it, stronfdy cast, brings only 
a little more illumination. 
Unless the hints are too subtle 
for me grasp, the historical 
transposition of Verdi’s 14th- 
century Genoa is unspecific. 
We are back in AMen-land, for 
which desig ner David Fielding 
conc e iv e s everything in stark 
primary colours (red, white 
and black fa this case), where 
man keeps himself alive by 
bestial acts, any cruelty is jus- 
tified fa foe name of totaUtari- 
attfasm. 

There are no chainsaws in 
Boccanegra but dinner suits 
mid awards (a veritable grove 
of them at one pnfti*, impniaH 
BerghausdikeX trench coats 
sod unfikdy ri«tn»u»n 
Vet the stylistic excutsious are 
less intrusive than fa previous 
productions from this team 
and stricter stage discipline 
governs much of the action. 
The absence of any poetry in 
Aldan’s working-out is a seri- 
ous flaw in a work which 
moves constantly between per- 
sonal commitment and public 
action - its stark directness 
and tack of ambivalence some- 
times jars a gainst the implica- 
tions of Verdi’s score. But if 
one can resist the inevitable 
temptation to “fix" the action 
fa a specific historical niche, 
and is able to tolerate the mis- 
matches, the force of the work 
emerges st ro n g ly- 

That is fa part at the least 
the consequence of having a 
first-rate rest, which baa been 
thoroughly rehearsed for the 
revival. Among the protago- 
nists only Janice Cairns 
remains from, the opening run; 
her Amelia is affecting, 
although on Friday she began 
hesitantly. Malcolm Donnelly 
is the new Boccanegra, never 
Atmiiing bid &. leader who sub- 
stitutes charisma with Indus- 
try, and the same Characteris- 
tics could be applied to much 
Of his rin g in g , in which his 


declamatory effectiveness was 
never in doubt. There is a 
cadaverous Paolo from Steven 
Page, a very well observed por- 
trayal, and he Is excellently 
supported by Mark Richard- 
son’s Pietro. 

However, the Fiesco of John 
Tomlinson dominates them all 
- the richness of his tone 
Mans to deepen fa every Lon- 
don appearance - and his 
immaculately stressed singing 
and foe simple dignity of his 
characterisation compel con- 
stant attention. 

A high proportion of the 
text, James Fenton’s purpose- 
fill translation, is audible. The 
orchestra was sometimes too 
loud (Miss Calms was the 
mufa victim) and Mark Elder’s 
approach seamed fast and ftxri- 
ous, with sudden lapses into 
rather prosaic lyricism. That 
uneveness could right itself, 
however, and the revival could 
then settle into a ftwrfwating jf 

nIHmately pnxriing gqwriffnnft 

Andrew Clements 

• 

fngus Peterson, the young Lat- 
vian tenor who was the star 
discovery of the 1987 Wexford 
Festival, has taken over as 
Alfredo in the new ENO TYu- 
viata. His enunciation of 
English is passable, not yet 
ahrays forwardly focused in 
this large theatre, and his act- 
ing sympathetic but still some- 
what loose and generalised. In 
spite of all this, Mr Peterson 
proves one of the happiest of 
recent additions to the com- 
pany roster. 

He nwrtriwiy adds a mitigat- 
ing note of warmth to the hard, 
’‘critical'’ stance taken by the 
David Pountney production. 
No-one appeared to have a 
good word to say for this Tra- 
okxta after its opening night 
last month and so it is with 
surprise that I admit to having 
found Saturday’s perifrrmance 
wholly compelling on its own 
(by no means unobjectionable) 


Max Loppert 


The Gondoliers 


After foe dismay expressed on 
this nase by Rodney miww at 
the New Sadler's Writs Opera’s 
La belle Hiline. one reports 
with relief an an inoffensive 
Gon dolie rs that does the work 
no disservice, has one or two 
Shod ideas and whose main 
fault is. If anything; a too gen- 
teel reticence. 

At find glance Gerard How- 
land’s set seems to be domi- 
nated by yet another tilted 
disc; fa fact the stage floor is a 
giant straw boater with a 
cro wn that rises and revolves 
Hke a parody of every postwar 
Ring production. Vernon 
Mound's production evokes a 
Venice that is Edwardian and 
English, just as the ENO 
Afitado gave us 1920s clubland. 
Tbe opening chorus, less Sha- 
vian New Women than pretty 
Wellsian working-girls, pres- 
ents flftprfhie misses in Edwar- 
dian Mmffs and skirts. 

The ducal pair's vulgarisa- 
tion, with their paid appear- 
ances at charity functions, 
middle-class dinners and on 
tiie board of commercial com- 
panies, comes over with star- 
tling topicality. If Julian 
Moyle's Duka is pleasantly ade- 
quate, Linda Orariston gets the 
show’s biggest ovation (never 
mind “Take a Pair of Sparkling 
Eyes” or “I Am a Courtier”) for 
her account of the wooing of 


the awful nobleman. Attack, 
comic style and voice are 
helped by a costume of stylised 
hispanicism that combines 
black bombazine, flamenco 
ftflls, and' fan motifs in unex- 
pected places. 

John Ayldon stands out as 
the Grand Inquisitor, tbe pro- 
gramme biography confirms 
that he the G S bass 
roles with the old D'Oyly 
Carte, and it shows. There is 
an individual and elusive style 
to the Savoy operas, as hard to 
achieve as for Offenbach, and 
the Arts Council deci- 

sion to kill off the old company 
did much to wipe out a unique 
tradition. Still, this perfor- 
mance is musically respect- 
able, despite an under-proj- 
ected and cloudy-voiced Tessa. 
Laureen Livingstone, some 
gusty unevenness of emission 
apart; is a neat-voiced 
Glahetta. Simon Phipps' con- 
ducting as yet lacks sparkle 
and leaps ahead of the singers' 
breath-control at times; but foe 
opening 20 wiiwnfam emerge as 
effortlessly fresh and melodi- 
ous as anything Sullivan wrote 

(the last rich bloom of the part- 
nership; the carpet quarrel and 
the falling-off of The Grand 
Duke and Utopia Limited were 
to come). 


Martin Hoyle 
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A surfeit 


of debt 


THROUGHOUT the 1970s the 
leitmotiv of much banker!? 
conversation was that sover- 
eign borrowers did not go bust 
The equivalent theme in the 
1980s seems to be that over- 
geared companies are an excel- 
lent banking risk. This sounds 
a very curious guiding princi- 
ple for a business which is 
itself very highly geared. But 
the bankers have been backing 
their new insight with ever-in- 
creasing amounts of deposi- 
tors' money. 

The past month has seen 
RJR Nabisco, the US tobacco 
and food group, propose a 
SlTbn leveraged buy-out. This 
is potentially the biggest ever 
and will involve huge amounts 
of external finance. The 
group’s larger rival Philip Mor- 
ris is bent on a huge $11 bn bid 
for the Chicago-based food con- 
cern Kraft, which will also 
keep the bankers busy. 
Britain’s Grand Metropolitan, 
meantime, is engaged in a 
highly geared S5.2bn bid for 
Pillsbury, owner of the Burger 
King hamburger chain. In Aus- 
tralia Mr Alan Bond of Bond 
Corporation added to his hold- 
ing in the international trading 
group Lonrho, while declaring 
that he was ‘comfortable* with 
the *6bn of debt that positively 
dwarfs the equity of his group. 


Corporate monoliths 

To the extent that this lever- 
age contributes to industrial 
restructuring, it is not without 
advantages. Anglo-Saxon capi- 
talism provides stronger incen- 
tives for creating corporate 
monoliths than unwinding 
them. All the deals mentioned 
hero involve mature businesses 
like brewing and tobacco, 
which coincidentally enjoy sta- 
ble cash flows from which to 
service a high level of debt. 
Bids also exercise a discipline. 
Pillsbury is in urgent need of a 
shake-up and GrandMct will 
certainly provide it if it wins 
the day. 

But there is nothing new 
here to justify the hanking sys- 
tem taking on higher degrees 
of risk than in the past. What 
is novel is that the banks 
themselves have become Iras 
creditworthy since the debt cri- 
sis than their biggest clients, 
who now by-pass them and go 
direct to the markets for funds. 
As banking relationships have 
come under pressure because 
of increased competition, prof- 


ent, not the banker. 


In the financial ansa it is 
easy to build a scenario in 
which the US Federal Reserve 
finds itself forced to choose 
between the collapse of the dol- 
lar and the collapse of the US 
banking Industry; the Fed’s 
ability to raise interest rates is 
being severely unpaired by the 
gadarene plunge into debt. Be 
warned: old fashioned banking 
text books were not cautious 
about leverage for nothing. 


Kohl’s mission 


in Moscow 


THERE IS an element of 
competition in Western Europe 
about how best to deal with Mr 
Mikhail Gorbachev and his 
attempts to modernise the 
Soviet Union. All Western lead- 
ers want to go and see him; all 
wish to invite him back. This 
week it is the turn of Chancel- 
lor Kohl of West Germany 
whose Foreign Minister, Mr 
Hans-Dietrich Genscber, was 
one of the first to go on record 
as saying the Gorbachev 
reforms must be encouraged. 

Mr Kohl will be taking a 
series of steps to forge closer 
bilateral links across a field 
ranging from nuclear energy 
and the environment to space 
flights and cultural exchanges. 
His delegation includes five 
Cabinet ministers and about 60 
top executives and bankers. 

Bonn’s reasons for wanting 
to do business and to build up 
human ties with the Soviet 
Union are understandable and, 
in general, should he encour- 
aged. West Germany, after all, 
is a major economic power that 
has sometimes been criticised 
in the West for not pulling its 
weight in external policy. The 
days when the Soviet Union 
regarded the federal republic 
as a revanchiste pariah are 
also long since over. The visit 
should thus be seen as a natu- 
ral and welcome exchange 
between too big, and almost 

neighbouring powers, although 
caution is necessary. 


nearly all strands of West Ger- 
man opinion. German industry 
is keen to participate fully in 
Soviet economic modernisation 
and there is a strong consensus 
for relaxing Western controls 
on transferring technology to 
the Eastern bloc. 

At the same time; as perhaps 
there always is during an 
American p res i d e nt ial ejection, 
there is concern, about a possi- 
ble waning In the US defence 
commitment to Western 
Europe. 


Trade partners 

West German leaders there- 
fore need to keep cool heads in 
assessing the real extent of 
possibilities for positive Soviet 
changes. The federal republic 
Is Moscow's leading trade part- 
ner in the West and some West 
Germans believe they have an 
obligation to improve the 
unpleasant consequences of 
Europe’s post-war division. 

Yet Bonn should not overes- 
timate the leverage it can 
bring to bear on the long and 
arduous process under way in 
the Soviet Union. Moreover, 
however much sympathy the 
West German Government 
may have for Mr Gorbachev's 
objectives, it should guard 
against encouraging the belief 
that he will not face setbacks. 

The desire, even yea r ning, 
for Mr Gorbachev to succeed In 
giving the Kremlin a more 
Western-style face unites 


Nuclear ploy 

Mr Kohl's freedom of action 
is limited, however, even if he 
wanted to got too far. He and 
his advisers are well aware of 
the risk of West Germany 
being split off from the rest of 
Nato by any ploy by Mi Gorba- 
chev on freeing Europe of 
nuclear weapons. As long as 
the Warsaw Fact maintains its 
considerable conventional 
force superiority, this idea 
would endanger rather than 
enhance the security of the fed- 
eral republic. 

Although West German opin- 
ion may be inclined to reduce 
the country’s overall defence 
readiness, it is a big leap from 
pressing for further progress 
on arms control to openly 
embracing neutralism or any- 
thing like it. 

Still, there Is always the pos- 
sibility that either Moscow, 
West Germany’s friends, or 
both, will misint erpret Bonn’s 
motives. It is thus worth recall- 
ing that even Mr Genscber ha« 
stressed the need ier mutually 
balanced force reductions, 
rather than unilateralism. 

The West German Govern- 
ment knows that a position of 
unequivocal integration with 
Nato and the European Com- 
munity offers it the best 
chance, and probably the only 
one, of influencing for good 
what is happening on the other 
side or the East-West cleavage. 

So. probably, nowadays, does 
Moscow, which has problems 
with its own allies to deal with. 
Mr Kohl’s administration and 
the federal republic’s friends 
share the responsibility of 
making sure that this Western 
commitment remains unshake- 
able. Alter the various visits 
and after the American elec- 
tions, it will be time for the 
Western powers seriously to 
compare notes. 


F ive months after Prime Minis- 
ter Michel Rocard first took 
office, his honeymoon is evi- 
dently coming to an end. Pub- 
lic sector workers are up- in arms 
again over low pay and poor condi- 
tions and his own socialist supporters 
are not making life any easier. But Mr 
Rocard remains driven by the ambi- 
tions of a political ideal which have 
long set him apart, both from tradi- 
tional socialists in France and from 
traditional liberal thinking; and the 
central theme of that is a very 
clear-cut vision of a united Europe. 

“1 am clearly a European federal- 
ist,* he fired off in immaculate 
English when we met him in his first 
floor office, overlooking the garden of 
the Hotel Matign o n. “If we are not 
' federated within 20 or 30 years, our 
generation will be guilty in front of 
the world." 

Some French cartoonists gently 
mock Mr Rocard, depicting him as a 
Boy Scout (as he once was), but there 
is nothing wishy-washy about his 
political prescriptions. During a two- 
hour Interview, Mr Rocard spelled out 
his convictions on tax harmonisation 
in Europe, on the need for monetary 
co-operation and why the Germans 
are being difficult, and the case for a 
larger European role in the disarma- 
ment process. At home, he outlined 
his domestic dilemmas arising from 
the squeeze on public spending, his 
new definition of what socialism 
means in France today, and the loom- 
ing political fracture over immigra- 
tion and the rights of immigrants. 

On every issue, Europe is the deter- 
mining framework for Mr Rocard’s 
thinking. It starts with his vision of 
the role the European model can play 


Europe’s federal imperative 


its on basic lending have 
declined. There is thusa huge 
tem ptation to bolster profits by 
taking on more risky business. 
And there is no shortage of 
entrepreneurs ready to supply 
it to them through highly 
geared bids and buy-outs. The 
result is t h at poor quality debt 
finds its way into bank balance 
sheets and high yielding junk 
bonds, which are a disguised 
farm of equity, find their way 
onto the books of financially 
troubled savings and loan 
institutions in the US. These 
institutions are thus turning 
into universal banks fay 
default 

Also novel is the way entre- 
preneurs and managers are 
encouraged to go into hock by 
the growth of liability manage- 
ment, which helps control risk. 
Grand Metropolitan, for exam- 
ple, has relied heavily on inter- 
est rate caps to prevent the 
gearing in the Pillsbury bid 
wrecking its profits if interest 
rates rise. 


F inancial engineering 

The trouble with such finan- 
cial gnginiwiTig is that It does 
not eliminate risk; it merely 
transfers it And as a report by 
a group of central bankers 
under Mr Sam Cross of the 
New York Fed remarked a 
while ago, there is a risk that 
new financial instruments can 
be mis-priced. In an over-com- 
petitive banking market they 


Mr Rocard’s new French 
socialism is committed 
to the free market — 
with social justice 


are probably being mis-priced 
in a way that favours the cli- 


The consequences of all this 
are potentially very serious. At 
the industrial level the game 
was given away by Mr Ross 
Johnson, chairman of RJR, 
when he told Fortune maga- 
zine: “It’s a lot goddamn 
harder to launch a new ciga- 
rette than to go borrow at the 
bank and buy what somebody 
made 20 years ago." That is not 
bow they do it in Japan. 


in leading the way towards human 
rights and social justice. What sets 
Europe apart, for Mr Rocard. is not 
just its high level of economic devel- 
opment, nor its political pluralism, 
but its systems of social protection. 

Unfortunately. Europe risks miss- 
ing its opportunities in two ways. The 
first is that the public spending which 
is the counterpart of the European 
model has become politically unpopu- 
lar: and the second is the resistance to 
political and economic unity on the 
part of West Germany and Britain. 

Of the two, the British problem is 
the most obvious, but the German 
problem is the most immediate and 
threatening. Of Mrs Thatcher's view 
of the European Community as a con- 
federation of nation states. Mr Rocard 
was coolly dismissive: “This is a 
respectable thesis, but I think it is 
archaic. If that is the way it is, we 
shall be gently colonised by products 
ami technology from both of the 
Pacific Ocean. Europe needs renewal, 
and this means a capacity for us to 
work together." 

Mr Rocard said that be would wel- 
come the adhesion of Britain as a toll 
member of the European Monetary 
System (EMS), but only on certain 
conditions. “If it becomes really Euro- 
pean, that would be very useful; bat it 
would equally be harmful, if its pres- 
ence were still a source of paralysis. 
But if you wait until your reserves of 
oil are finished, you will be in a tor 
worse position. The nuisance capacity 
of Britain in this respect is not signifi- 
cant, Tm sorry." 

He made it clear that bis main pre- 


occupation was with West Germany 
and the need for Bonn to revise its 
nationalistic economic policies. “Ger- 
many Is fairing risks,” he said. “We 
are now in an interdependent system. 
“What happens outside the country, 
especially in other European coun- 
tries, cannot be neglected. But the 
Bundesbank is obviously more wor- 
ried by the relationship between the 
dollar and the D-Mark. 

“The German population is already 
diminishing by 0.5 to 0.6 per cent a 
year, so if you have a gross national 
product which grows by zero, it 
means the per capita growth is 0.5 to 
0.6 pear cent They don't need grow th . 
Whereas the other member states, 
and France most because of oar 
strong demography* still need growth 
- a good 10 years for the Dutch, and. 
20 to 25 years for us.” 

Mr Rocard explained the attitude of 
the Bundesbank partly byits constitu- 
tional autonomy from Bonn, but 
partly fay the make-up of its govern- 
ing bosuid, which was constituted by 
representatives from the Lander. 

The French government would con- 
tinue to call for tie co n stitu ti on of a 
European central bank and would 
make the required concessions to Ger- 
man sensibilities to get it. "R is an 
absolute necessity," said Mr Rocard, 
“and we shall concede that it has to 
be politically autonomous, to reassure 
the Germans. I do not believe that 
monetary authorities can escape any 
relationship with political authorities; 
you canno t fight a war without the 
central bank working with the gov- 
ernment But Europe deserves some 
..." 

Bat Mr Rocard warned that West 
Ge rmany 's p artn er s were being “ham- 
pered" by Bonn's policy on interest 
rates, which he paid were (seating; the 
conditions which “might lead within 
a tow years to a crisis in Europe." 

At the same time. Hr Rocard 
em phasised that, in his opinion, the 
Franco-German special relationship 
“remains the key* tor both France, 
Germany and Europe. 

"There is now, since Gorbachev and 
the INF Euromissile treaty, a new sit- 
uation in which there is a demand for 

fnnwnrimuii itiamtarngnt, an ft thgyo . 

fore a demand for the participation of 
European countries in the process. 
This has created an open situation, in 
which we can begin to work mi some 
more solidarity in the way we speak 
about defence. We are facing the dou- 
ble necessity of entering the arms 
control process, imd of increasing our 
European capacity to uphold our part 
in a haiawf^i «n;»nr»» with the United 
States." 

Unless the Europeans succeeded in 
speaking and acting together, how- 
ever. Hr Rocard did not believe that 
there would be serious progress in 
conve n tional arms control, “in terms 
of defence, we are ridiculous," he said. 
“300m Europeans praying to be 
defended by 230m Americans from 
28Qm Soviets, whose standard of liv- 
ing would not lead one to suppose 
that they arebetter than ns." 

In the case of defence co-operation 
with Germany, Mr Rocard highlighted 
the project for a joint Franco-German 
brigade now in the process of being 
established. “The key issue is, can we 
find a way between the integrated 
Nato doctrine for conventional forces, 
which is the doctrine of flexible 
response and forward battle, and the 
French doctrine which says that con- 
ventional forces are only required to 
allow some time for the nuclear strike 
decision. The pertinent answer lies 
somewhere in between." 

Mr Rocard expressed deep regret 



ftOehel Booed 


over the failure to agree oa a shade 
Eu ropean progr amm e for the 

1990s and blamed his own country for 
the costly fiasco. 


“This is the consequence cf what is 
wr ong in nsy country's men- 

tality: Ffonce b e ha ve d intbese negoti- 
ations with a claim to direct and con- 
traltos whole proooB; which was fast 
not possible." If the four other coon- 
tries broke with Ranee, he stud, it 
was “France's fault for having badly 
conducted the negotiation*. 


"The Rafale wSD he expensive, hot 
we shall build it," be said, re ferrin g to 
France’s alternativ e fighter. He is still 
hoping to salvage some degree of co- 
operation between the Rafale a nd th e 
four-nation European Fighter Aircraft 
(EFA) project. “1 think a good solu- 
tion would be to find common arma- 
ments for these two planes, the same 
radars for seme missions, perhaps the 
same exagtoee; and possfafr a common 
policy for exports, and even a joint 
managem ent system for the two pro- 


jects. My government fa ready tor any 
w tat if av * 

Mr Bocanl’s outspoken views on 
the Rafale project have caused 
wwnww* ecnbOTOsy to . France. IBs 
views on fiscal policy to the European 
Community, and especially his ngao- . 
torn of CflBfflifodnn p rop o sals for the 
harmonisation of value added tax, 
have caused just as modi dismay in 
Brussels. Bat Mr Reward's objection to 
| jie ^Commission jg sa bqse d^on ^a 

“public spending and toe special-char- 
acteristics of the French economy. 

France is squeezed on two fronts, 
a coo rifag - to Mr Rocard. Despite its 
policy of budgetary rigour, it most 
ensrae adequate revenues to sustain 
state spending on public services, 
which are threatened by rising costs 
and declining standards. At the same 
time, France is suffering from a seri- 
ous deterioration In its visible trade 
balance and one of Mr Rocard’s top 
priorities is to avoid any tax rf w wg wa . 
which could undermine farther 
French industrial competitiveness. 


As the stiastondHbesawr of France’s 
new socialism. Mr Rocard is firmly 
committed to fflepdneftdes of toe free 
market, tempered by- the dating of 
social justice. “The socialists," he 
said, “have chosen a free etouany, 
men to toe outside, rarfuly private, 
and in which even the public sector 
has its own dedsion^ga ktag aate^ 
nmy ; so then vo are toarompetitioEL 
process of who is best at manage - 
ment” • 

Value added taxes 3n Frraev are 
Hwwing the to the Community. 

But the competitive c on st r ai nt means 
that Mr Rocard gives a touch higher . 
priority to the reduction of direct 

toes • on companlas, on indtvidBah 
and on savings, than to toe bazoos!, 
cation of indirect taxes, which would 
imply a sharp cat to French VAX 
rates and loss of state re venue s: - 

Mr Rocard matotetoeft that France 
would have to cut its taxes on savings 
within the next two or three yrara,*! 
ffttinrida with the Ube r aBfa tto a of cap- - 
i te l movements in rise European Com-' 
mtmily. "But this is a question of fSfc 
iSbn to FFr lBtKv tetis toy between 
£LStm and £l3bn- So wtuai somebody 
comes to from outride sod trite jae to 
cut VAT, I just say: tare me seme 
time to look at itT? . 

As it is, Mr Rocnd &s aeufeeft con- 
scious of the deterioration of the 
infrastructure and to* fabric of public 
service*. “£ don't- fedak oar.eountries 
nationally; wffl keep tto&r social cofae- 
stttn to a stt na tio a toWttfch pragres- 
stagy toe. quality .of the. .services 
given by any jsstifemahranty. cental 
or local, to rtipripfahtag; m which the 
school system and tba haattfa system 
are to taegs eririb, in which the ory 
way out fa pw iwi t SMWebl 
which compensates for toe lack of 
uaWic maiden • . 

-“But we are Hvtog wttha pDMk: 
which feels that we" spend too ranch 
cm toe state, and this will urofaabfr 
last for some mare years; I hope not 
until the point > of : complete 
-decay . . ; . 

; _jfcBo ca rd%jwoc^ *ti«jri totoe 
qsiBty d piwte;.iaikf goes hand- 
in-hand with his determination to 
avoid “refigioas wafer and ter ‘■dwha- 
ssatfe' and desymboftoe" the political 
choices facing Fran ce toda y. He has 
adapted * low-key approach to the - 
new wealth tax, whkh he is introduc- 
ing as part of President Mitterrand's 
e l ecte iM i na tofM rt ahntsSafarlower 
rate than the aezBar socialist wealth 
tax of 1962. 1 wanted to create this 
tax,* satoMrTtecard, tout tenanted 
wtwng.ftiimn^ iOT not am 
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Mr Roeatd lieBewt that tto 
tfeonai cantos of conflict .between left 
and right to France - fa e faritag the 
Ctoadx and Money: - have tost their 
; emfinr vtodenaa.Mxnd, Batterer, he 
fears that toe fast® of im m ig ratio n 
pose* a ntfir threat to the polftteai Ufe 
of toe country. “This is tto day-today 
contort; tote is toe main problem to 
Ranee.*’- Pointing to toe in 

birth-rates b etween Europe and 
Africa, Mr RocanI /speculated that 
“within 30 years. Spain; Italy and 
France might hare, is to 28m new 
immigrants'*. - .. 

-As we oat listening to Wm expound 
his views on the present ami his 
vision, of toe future, we could have 
toen tempted to wander whether the 
new Socialist Prime Minister fa not, 
after aQ, too «ood to be tree. Yet his 
views and fate visions have made Mm 
one of the most popular politicians in 
Etonce for two decades, if tone is a 
new consensus to be forged to France 
today, Mr Rocard to bound to play a 
key role in forging it 
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Playboy and 


Observer 


survivor 


■ It is said that he was a truly 
awful musician, in co n trast 
to his then neighbour. King 
Bhunribol Adulyadqj of Thai- 
land, who is thought still to 
play a mean jazz saxophone. 

He also made very bad movies. 
One, railed Le Petit Prince, 
gives some due to his egocen- 
tricity. The images of him. 
stretching across the years 
include showing the then 
Jackie Kennedy, with tor then 
escort Lord Harlech, around 
toe temples of Angkor Wat 
Ms lavish parties and ban: 
quets; and his spectacular rows 
with the late President 
Sukarno of Indonesia over 
women at non-aligned confer- 
ences. Tomorrow he will be 
received by Margaret Thatcher. 

The picture of a roly-poly 
playboy royal has stuck to 
Prince Norodom Sihanouk 
down the years. With Ids 
high-pitched sing-song French 
voice, his tendency to giggle 
and to go on a bit, yon could 
be forgiven for thinking of him 
as not a serious man, whom 
history has passed by. 

You would be wrong. Sihan- 
ouk was installed as Ring of 
Cambodia, as he insists on call- 
ing it, by the Vichy French 
as a puppet at the age of 18 
in 194L Indochina (Vietnam, 
Cambodia and Laos) staggered 
on as French colonies until 
1954. 

Sihanouk turned out to be 
anything but a puppet He 
abdicated in favour of fals 
father; and when the bid king 
died, he abdicated in favour 
of his mother. Queen Kisso 
mak. He became Prime Minis- 
ter, Foreign Minister, head of 
state, permanent representa- 
tive at the UN and lots else 
besides, sometimes simulta- 
neously. His small country 
of 7m people flourished. It was 
always able to feed itself even 
.when there were famines in . 

nearby India and Pakistan. - 
.He was an autocratic ruler, 
but benign. 

He must now regret sot hav- 
ing killed off the Stalinist 


French-educated Khmer Rouge 
leaders, who caused such trou- 
ble later, when to had the 
chance in the 1960s. Twatowi 
he sent them into exile. Still, 
Snooky, as he became known, 
is a survivor. 

He gave Ms country 30 years 
of peace when neighbouring 
Vietnam was being torn apart 
by wars with the Japanese, 
the Ffanch and the Americans. 
In his last days erf power he 
survived by allowing the North 
Vietnamese to use Ms country 
as a sanctuary for the Viet- 
namese insurgents. He was 
finally kicked off the high wire 
in 1970 when Nixon and Kissin- 
ger decided to extend the Viet- 
nam war into Cambodia. Tfi« .. 
country descended into barba- 
rism. 

He travelled the world and 
the Khmer Rouge committed - 
genocide between 1575 and 
1979, decimating the popula- 
tion by at least 2m people. 
When the Khmer Rouge in 
their turn were thrown out 
by the Vietnamese in 1979, 
Sihanouk joined them in an 
opposition coalition outside - 
toe country. He said anything 
was better than the Vietnam- 



good period. Not long ago there 
was Lend Armstrong devising 
the A Jlaith w gnftfe to wnprie 
in eight recent , with all the 

nr priirin n rf a fo rmer Cahinrf 

Secretary and parfctime com- 
poser. baa Tong ' 

been under-rated. Prime Minis- 
ter.) Last week there was CXQa 

Bindt, pting Hat a. fi g fnr toe 

classics. Yesterday there was 
Michael Foot. 

The hffo was Rossini, the 
favourite place Venice. Byron, 
Swift, StendaM and Heine all 
came in as Foot talked as if 
he were at the prime of his 
wit The trouble with the for- 
mer tead£r cd the Labour 
Party, one has always thought 
to that he was bom in the 
wrong age. One of nature’s 
Whigs, he would hare Hour- - 
iahed If America had not been 
discovered, unclear weapons 
not beat invented and before 
the primacy of economic pol- 
icy. 

The programme^ winch must 
be one of the gems of the 
series, will be repeated on BBC 
Radio 4 on Friday morning: 


material fcom Soviet 

According to Dr Ralph Land, 
' who heads the 20-year-old East 
European sales division at 
Rank Xerox, the venture’s real 


Now 65, he is said to want 
nothing more than to retain 
to his old capital Phnom Penh, 
al thoug h perhaps he would 
no longer recognise the once 



Careful copy 

■ Moscow to get its first high- 
street photocopying shop, 
under a joint venture with 
Rank Xerox. At least in theory, 
anyone will be be able to walk 
in off the street ami get a docu- 
ment copied. In practice, a 

local manager win be free to 
decide whether or not to accept 


as a highly visible flagship far 
a company that to prep a ring 
for an explosion in Soviet 
demand for copying machines. 
Rank Xerox estimates that the 
20,000 photocopiers it has 
installed in toe Soviet Union 

•mala* pt let*- 1 * onatorn ! nf the 
total number in use in the 
country. 

The venture will derive hard 
etureneyfrom serving Western 
businessmen and also from 
selling to the West, for the first 
time, copies of historic Russian 
documents. 


Better parties 

' ■ Small concession from the 
Intend Revenue: employers 
may n ow incre ase their expen- 
dilure on staff Christmas par- 
ties without paying tax. The 
conditions are that the party 
or similar function must be 
open to staff generally, end 
not otherwise exclusive, and 
that the costs are no more than 
£50 a bead. The original prind- 
■ pie of “modest cost” allow- 
ances for parties was intro- 
duced in 1984. Modest was then 
defined as “£3035 a head". 
Inflation has tons been taken 
tofo account. 


Foot’s music 


Glowing praise 


■ Desert Island Discs, in my 
view toe best long-running 

programme on toe BBC, is 
going through a particnlariy 


■ Two female glow-worms 
meet "And how is your young- 
est?" says one. “WeTe very ■ 
pleased with her * replies the 
other. “She’s very-bright for . 
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_I:l;ugo Dixon, analyses the difficulties of 
the Scottish electronics company Rodxine 
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W hy s Britain's performance 
m high technology indus- 
tries so poor, end why are 
its companies so rarely 
aoie to capitalise on inventions and 
turn them into commercial successes! . 

The story at Rodime, a Scottish elec- 
tronics company, sheds some light «m 
these Questions. The company, which 
only a few years ago was being held up 
as a shining example of how Britain 
could pioneer 'and ™»fap m o TVf ^ y oat at 
new technologies, is. now struggling to 
puH itself out of a flna pcm crisis. • 
The secret of Rodime's initial success 
was technical flair . The company was 
fanned eight years ago -to manufacture 
Win ches ter disk -drives — devices +bH : 
are attached to computers to iT y r* — «> 
their storage capacity. 

When Rodime started Us operations 
the disk drive industry was in its 
infancy. Drives measuring ei gh t *"***» 
or more across had for some been 
used In .conjunction with mainframe 
computers, but this was a low volume 
market It was only after Seagate, a US 
manufacturer, launched a 5 Vi inch 
drive in i960 which was gmaTi wmw^i 
to be used with personal computers 





Rodime’s key failure was 
^ to rest on Its laurels while 
US competitors were 
^ bringing out new drives 


-V.vSjs 

s'f - ? :.v 






„ - y* 

-5; 


- TTT :3 n 


• - •- 

■“ - ~ 


t ha t disk drives took rdT, growin g into « 
$5bn per year industry today. 

Rodime's engineering «Wh allowed it 
to ride the early part of. thfa boom. In 
1981 it launched a 5 Vi inch drive with 
more than double the memory at Sear 
gate's drive and in 1983 it strengthened 
its technological lead by producing the 
world's first 85S inch drive. 

Success came when Apple Computer 
chose the new drive for its personal 
computers and Rodime's profits soared. 
At its height in 1983 the company was 
capitalised at SlfiOm and was me of the 
darlings of the US over-the-counter 
market, where it had decided to xaeriae . 
funds in the belief that US investors 
understood the risks and o pp o rtun ities 
of high technology «nmpante« better 
than the British. 

The subsequent problems were the 
result of an inability to make the txanst 
ttoafrom being a small company in an 
infant industry to a large . 

company In a mass market Bart of the 
Marne for this must be put down to the 


fact that Scotland was sot the ideal 
location to operate .from. Mervyn 
Brown, one of the founders who took 
over as managing director last year, 
says there was no strategic advantage 
in. being based there except for the 
ready supply of engineers. 

Rodhne's key failure was to rest an 
fts laurels. While its competitors in the 
US were bringing out new drives which 
could store mure information and oper- 
ate more quldkly than the early drives, 
Rodime stack with its original designs 

which were rapidly becoming obsolete. 
Malcolm Undson, another founder Who 
was in charge of marketing at the ttine, 
-explains that the company felt it was 
not worth rtwrfgnfng a completely new 
drive because the existing products stm 
had life in them. ' . 

The only credible explanation of why 
Rodime took tts eye off the ball in this 
way seems to be that it was out of 
touch with its market. Consumers were 
dem an ding hi gher per fo r m ance dri ve s 
to use with the more sophisticated pro- 
grammes being developed for their per- 
sonal computers asm the company 
failed to see this happening. 1 

But Rodime was not totally out of 
touch. It set up a plant in Florida in 
1983, reasoning .most of Its 

potential customers — the computer 
manufacturers - were , in the- US, it 
needed to be there tea It de ri de d that ft 

required gnclnagring wnrf mnwnTfarfttr - 

ing faefflfles there so that ft ootdd ImlM 
dose relationships with its afatoraers. 

In suite of the reasoning. Rodime's 
centre of gravity remained in Glen- 
rothes. It. was only much later that Len 
Brownkw, the company's US chairman, 
moved his family to the US ^ that 
marketing, finance and strategy were 
coordinated from Florida. 

At the same time that Bodtme was 
losing its technological lead* It was find- 
ing ft difficult to broaden its manage- 
ment beyond the original five-entrepre- 
neura. This was dawMgiwg because the 
company was growing fast The entre- 
preneurs were haying to look at all 
sorts of new strategic questions while 
also taking care of day-to-day 
operations and, as a result, did neither 
Job very effectively. 

. A farther devastating deficiency of' 
the UK as a location was Its high cost of 
manufacturing, compared with the Ear 
East where the US drive makers had set 
qp plants. Rodime only began its move 
to Singapore in 1986, by which thn» its 
financial problems were already severe. 

As competitors ranged op production 
of new advanced drives from their low- 
cost facilities, ft became increasingly 
dear that Rodime’s own models were 



too expensive and out of data Apple, 
which at one point had accounted for 
nearly half Rodime’s sales, gave notice 
that it was switching to another sup- 
plier. The company had to write off 
millions of pounds worth at rid prod- 
ucts which nobody would buy. Pre-tax 
profits of £14Jm in 1985 were replaced 
by losses of £LSm and£L3.4m in 1986 
and 1987 respectively. The losses have 
continued this year. S3.7m In the quar- 
ter to the end of March and $&8m In the 
qnsrter to the end of June. 

Rodime la now trying ' to make a 
eomebaCk. Last year it Introduced a 
aeries of new products; the most impor- 
tant of which was a 3% tech drive that 
pan store as wtirfi data as any aimiiar 
product in the market It also launched 
a new 554 inch drive which is half the 
height or normal 556 inch drives. 

The new drives have given BnHim* 
breathing space. Both have teen 
launched into sectors of the maricet 
which are growing fast and where com- 
petition is, at present, light and prices 
reasonably firm. 

Even so, Rodime is not producing in 
large enough quantities to wipe out the 
red ink an its profit and loss account 
and it ft still trying to put together a 
financial package worth about 320m to 
tidelt over until profits start appearing: 

UndhnB ft in dang f of gptHng wwight 
in the industry's present turmoil before 
ft can stabilise Its financial position. 
“You cant bank on keeping leadership 
position unless you have more products 
up your sleeve. Maybe they have smoo- 
thing to help them but it tetter be out 
pretty quick. 1 * says Jerry Atterbmy of 
Dataquesl. 

Rodime has answers to each of these 
doubts. The business may not yet have 


returned to profit but, says Mervyn 
Brown, sales have increased .from 
S2S.4m in the quarter to the aid of 
March to 8294m in th e quarter to the 
ffid . of June wni have pwu>n g prin in 
the quarter which has just ended. 
Brown also claims there is no danger of 
the company failing through lack of 
cash. The delay in putting together a 
financial package, he says, is not 
caused by any reluctance by its backers 
but by the the fact that placing new 
shares when the company's capitalisa- 
tion is only $15m (based on 7.88m 
shares In issue) would be extremely 
dilative. “Thao's not a problem in raft- 
money; there’s a problem In the 


Inf tO 

price." 


The company also expresses confi- 
dence that a repeat performance of the 
mid-1980s, when its technological lead 
was eroded, will not take place. Dudsan 
says there ft “no chance of its prod- 
ucts being overtaken by competitors, 
while Taylor claims that coming up 
with improv e ments to its existing range 
will he a “piece ct cake 1 *. 

Following the company's history at 
nmwinnring fals<» dawns, there baa to be 

some scepticism that the future ft as 
rosy as ft makes out As Patrick Wel- 
lington, an electronics analyst at 
County WoodMac in London, says; 
“There ft always recovery round the 
corner according to Rodime." 

One thing is clear, however. If 
does pull through, it will be 
manufacturing mainly m Singapore, 
running the business mid marketing its 
products from Florida, and financing 
itself on Wall Street AH the key frmo- 
tions apart from engineering wffl have 
migrated from Glenrothes. What 
emerges wffl no longer, for practical 
purposes, be British. 


Lombard 


Sterling needs to 
rise, not fall 



sst Friday's fall in ster- 
fbUowed the Chan- 
cellor’s Mansion Bouse 
speech, in which he made the 
ted mistake of not repeating 
his earlier categorical rejection 
tf any policy of devaluing ster- 
fiua That fall could Drove a 
temporary blip; and ft "may in 
part have teen a by-product of 
the D-Mark’s sharp recovery. 

But, in any case, sterling's 
move was in the wrong direc- 
tion- For IT the UK is to reverse 
a quite sharp Inflationary 
upsu rge and to return to the 
path of low inflation, sterling 
Deeds to rise, not &1L 

The policy I am advocating 
ft vary different to that attri- 
buted to the Prime Minister in 
March, which was to concen- 
trate on domestic monetary 
policy and accept the conse- 
quences for sterling on the 
that “yon cannot boric 
market.” On the cont rar y I 
am suggesting a deliberate 
attenmt to raise the target 
range for sterling; increasing 
base ra**** if necessary. 

The evidence has changed 
rinM flw soring. MhtkBiw 
forces are now active not 
merely in the domestic credit 
and mortgage markets, but in 
sectors at the econo my open to 
i p t a nn iHrtnfli co mp etitio n. 

A great deal of harm has 
been done by indicators of 
labour costs, such as those of 
the International Monetary 
Fund, showing the UK much 
less competitive than m 1978. 
So much has changed since the 
haw date hi the composition of 
output and in non-price perfor- 
mance as to Hiqfcy tte w com- 
parisons worthless. 

Much more worrying than 


By Samuel Britten 

anything that Thursday's trade 
figures could have in store, 
was the rise in consumer 
spending in the third quarter 
of 1988. to nearly 6 per cent 
above a year ago. Even this 
indicator might be downgraded 
because the rise in interest 
rates has not yet had time to 
affect personal spending. 

What cannot be dismissed so 
easily is the increase in the 
twelve-monthly underlying 
earnings increase from 754 per 
cent in March to 954 per cent 
in August. Not all the rise 
reflects increased overtime; 
and much of It was incurred in 
the export and import-compet- 
ln g se ctors. According to 
McWQliazns Economic Services 
tire prospects are for an rise in 
the underlying earnings 
increase of 954 per cent in the 
1968-89 pay round. Profits wffl. 
be squeezed by rising pay and 
more difficult market condi- 
tions at home and abroad. The 
central estimate ft of a profit 
rise of near zero next year. 
(The Outlook for Corporate 
Profits, Boundary House, Tel: 
012512612). 

But because of the very high 
level to which profits have 
risen, and the sluggish 
responseof the UK labour mar- 
ket, earnings wffl be alow to 
moderate in response and 
might still rise lqr 854 per cent 
in 198990. This suggests that, 
so far from being uncompeti- 
tive, present exchange rates 
and profit me rging malm ft all 
too easy for employers to grant 
and pass on pay increases. 

If we are serious about 
reducing core inflation, profits 
have to be squeezed much 
mine than now in prospect so 


that it tefftpiaa more difficult 

to afford pay increases. 

The suggestion that sterling 
should be nudged upwards 
should separate the sheep who 
worry most about inflation 
front the goats who are hung 

up on the balance of payments. 

But why was the Chancellor, 
who has recently denounced 
devaluation so reticent at the 
Mansion House? We can only 
Speculate. But there does exist 
an unholy alliance between 
unreconstructed monetarists 
and the old g pwnwir establish- 
ment. The unreconstructed 
monetarists are against any 
policy for the exchange rate 
and are well known to have 
access to the Prime Minister. 

By the did establishment, I 
mean those economists who 
regard this year’s current pay- 
ments deficit and Whitehall’s 
forecast of a similar deficit 
next year as a prima fade rea- 
son for sterling depreciation. 

As anyone can confirm from 
the files, Nigd Lawson’s more 
robust remarks about a depre- 
ciation of sterling being 
“wholly inappropriate", the 
indications that he ft ready to 
raise interest rates to support 
the pound, his view that 
membership at the European 
Monetary System might have 
helped in the fight against 
inflation have come in 
unscripted Interviews. His pre- 
pared speeches, which have to 
run more of a political and offi- 
cial gauntlet, have recently 
been silent about sterling, and 
much less interesting than his 
off-the-cuff remarks. It ft Hum* 
he threw off the bad frnfinwnemi 
on formal occasions too. 
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■}?; ‘If this is not a sell out, I want to know what it is’ 
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From Mrs A Nteot-GmL 
Sir, As a London Ufa policy- 
holder, 1 must voice my feel- 
ings at the disgraceful manner 
in which the extraordinary 
general meeting was conducted 
on Wednesday October 19 (FT, 
October 20). 

I was present at both the 
meeting held in the Barbican 
and at the Cafe Royal and it 
was hard to judge clearly the 
issues at stake. Queen’s Coun- 
sel were amongst those present 
and asking questions of the 
chairman and board, but the 
replies, the hedging and the 
, - refusal to reply made one won- 

V V 1 py 5 der what, in fact, was taking 
,fl - - place. 

We were told at the begin- 
ning of the meeting that the 




resolution . before us had 
already been carried and that 
our votes would make no efif- 
farence to the outcome. This 
was due to the very consider- 
able proxy vote which the 
chairman claimed supported 
the motion - I understand 
that some people experienced 
delay in notification of their 
right to vote by proxy. 

The vote being taken was to 
allow the chairman and board 
to change the articles of associ- 
ation^ London Ufa. This in 
my view fa a very Berious issue 
and I wondered why it had not 
been made more dear. Z feel 
sure that many policyholders 
(fid not realise the importance 
and implications of such a 
step* 


The impression that I formed 
was that the . hoard was reU- 
xoading the pdhcyhoMers, and 
that the proposed meager with 
Australian Mutual Provident 
is, in fact a sell out Other 
policy holders at the meeting 
told me that their savings had 
been placed with London Life 
- in good faith and they fait that 
they had a great deal to lose if 
the merger went through. The 
chairman and hoard admitted 
that they would be resigning 
after the merger - they 
seemed happy to sail ua into 
rough water and thro abandon 
ship! 

Policyholders at the meeting 
generally seemed happier with 
the alternative proposal that 
London Ufe should merge with 


Equitable Life. I am one of 
those of this opinion. 

. .If the merger does go 
through, of the 16 board mem- 
bers, 12 must be Australian 
and reside in Australia, 3 must 
be Australian and reside In the 
UK, only one is allowed to be 
British. If thb ft not a sell out, 
I should Oke to know exactly 
what it ft. 

I repeat again my call made 
at the Barbican for a vote of no 
confidence in the cha i rman 
and the board of London Ufa. I 
now add to that a request for a 
question to to asked in the 
House. 

Anthea NicotGcmt, 

Denehurst Gardens, 

R ic h mo n d , 

Surrey 


J, *v 


•?» ; 

Success story in Strathclyde Reasons for anti-dumping action 
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From Mr Edroard Harkins. - - 
Sir, Your survey on Strath- 
clyde was excellent (October 
18). The writers showed suffi- 
cient scepticism towards the 
current vogue for hype on 
Glasgow and things Glaswe- 
gian, whilst also demonstrat- 
ing the real recovery which fa 
going on in Strathclyde. 

I have one comment which 
particularly applies to James 
Buxton's introductory piece. 
Scant mention was given to 
the - remarkable success story 
of community-based bousing 
associations in Strathclyde. 
This type of housing associa- 
tion, concentrated around 
Strathclyde, has an unsur- 
record in partnership 
communities, profes- 


sionals and private industry. 
This partnership played a con- 
siderable part in moving post- 
19608 housing away from 
.wholesale clearance and 
rebuilding, towards the conser- 
vation and renewal of existing 

wnmiinml^a ... 

And now, in partnership 
with the new Scottish Homes 
Agency^ the housing assocte- 
Hons wiU . be required to 
greatly Increase the private 
equity in their developments. 
So if there are lenders and 
developers who are seeking 
genuine working community 
partnerships, crane and meet 
us in Glasgow’s East End. 
Edward Harkins, 

ToUcross Housing Association 
84 Br aUtfim l d Street, Glasgow 


From MrRILW. Bullock. 

Sir, Terry Dodsworth, writ- 
ing about the European Elec- 
tronic Component Manufactur- 
ers Association's (EBCA> 
antidumping action rat semi 1 
conductors, said that the Euro- 
■ peazt C ommission had ran into 
difficulties over imposing 
financial penalties (“EC chip 
probe hits snags,” October 10). 
He implied the pe n al t ies are 
being demanded by the Euro- 
pean manufacturers. This fa 

mMawfing 

The object of antidumping 
action is to stop damaging 
dumping and/or prevent its 
repetition: financial penalties, 
are only a means to this raid. 

If It is the case, as Mr-Dods- 
worth suggests, that the Com-, 


mission has found rinmning 
proved, the European produc- 
ers represented by EECA (of 
which the Electronic Compo- 
nents Industry Federation is 
the' UK member) would cer- 
tainly not want remedies 
adopted which damaged the 
interests of their customers, 
electronic equipment makers. 

- What they would expect ft 
the creation of an effective, 
safety net to prevent any 
recurrence of unfair pricing - 
without the need to start a 
time-consuming new anti- 
dumping case. 

Richard H.W. Bullock, 
Efecfromc Components Industry 
Federation, 

Romano Souse, 

399-401 Strand, WCZ 


T his is a mar vellous opportunity to overhaul the Takeover Panel 
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From Mr Daniel RBroto. 

Sir, The current bids for 
Scottish and Newcastle Brew- 
eries and for Consolidated Grad 
Fields offer the Department of 
Trade and Industry, the Inter- 
national Stock Exchange, the 
Securities and Investments 
Board and The Securities Asso- 
ciation, a marvellous opportu- 
nity to overhaul tte workings 
of the City Takeover Panel and 
the "Monopolies and Mergers 
Commission. 

When the Bank of England 
set up the Panel in 1968 it was 
envisaged that it should ensure 
fi) aB shareholders were 
treated equally, (2) that they to 
given adequate infor mation, (3) 
that the directors act in the 


best Interests of shareholders, 
whilst (4) avoiding - false mar- 
kets in shares during a bid. 

The uncertainty of a referral 

to the ftn mw iwd fw l 

as is the case in the afore-men- 
tioned examples, can be said to 
violate aU four principles. 

Firstly, an shareholders can- 
not be said to be treated 
equally, if the threat of a refer- 
ral “panics” some long-term 
shareholders in the company 
into selling their shares to pro- 
tect any capital appreciation 
that they may have made. 

Similarly, they cannot be 
said to have been give ade- 
quate information about the 
takeover. It is not the offerer 
or the offeree who is at fault. 


but a hesitating regulatory 
body trying to decide on the 
merits or otherwise of the bid. 

The directors of the target 
company are encouraged to 
attack the bidder on the 
grounds that the bid should be 
referred to the Monopolies 
Commission. This is not so. 
much in the interests of their . 
shareholders as in their own 
private interest (their jobs) and 
the public Interest -(whlch is 
not their brief). 

Lastly, the mere overhang of 
a referral creates a false mar- 
ket in the shiue's price until 
the matter has been resolved. 
Witness the languishing price ,, 
of Gold Fields and S&N. 

. The solution which I propose 


ft that, firefly what constitutes 
. “against the public interest 0 
and “against the na t iona l inter- 
est” be made clearer. (A matter 
-which I. am sure the Kuwait. 
Investment Office would like to 
have resolved). Secondly that 
any bid which ft likely to con- 
flict with these be examined by 
a “full-time” panel before it is. 
. m i nwi naxl to the shareholders 
and general public. The deri- 
sions would thus be faster and 
cause less confusion. 

Would the panel care to 
answer these allegations, or 
are they going to refer the mat- 
. ter tq the Monopolies ComumIb- 
sion rai indeed the DTI? 
DJVBro&y,- 
115 Firphtey Road, NWS 


It used to take four to six yean for 
a fruit tree to produce fruit. And people al- 
ways had this dream of faster and tetter 
harvests. Now D5M, one of Europe’s larg- 
est chemical companies, has helped realize 
this dream. 

In cooperation with the Research 
Station for Fruit Growers in Holland, the 
researchers at DSM have developed a coin- 


pleteiy new fertilising technique for north- 
west Europe. They call It Tertigatiotf ,; 

it uses the environmentally benign 
drip irrigation sy stem. The drip, however, 
Is enriched with a special fertiliser which 
is felly soluble in wrier. 

Urns the roots receive, drop by 
drop, m oisture and nu tri e n ts, hi exactly 
the right amounts. The results are remark- 


able: since we improved the drip, we^ve 
been aUe to harvest at least a year earUer. 
And both the yield and the quality have 
improved tremendously. 

fertigation is oue of our technologies 
which is certainly bearing fruit. 

dsm 1$ 

If we draft have a solution, we find one. 
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Deborah Hargreaves 
in Chicago 

Thinking 
about a 
future crash 


A5 THE futures industry 
indulged itself in a lengthy 
contemplation of its navel on 
the first anniversary of the 
stock market crash, market 
players could not forget that 
stock index volume is sorely 
depleted and retail custom in 
futures has halved from last 
year. 

Futures industry officials 
meeting in Chicago last week 
heard again the assertion that 
their markets performed well 
during last October’s debacle. 
Indeed, the past year has given 
the industry a prime opportu- 
nity to explain the workings of 
the markets to a public sensi- 
tised to the issues by the crash. 

Lurking beneath the pride 
the industry takes in deflecting 
some of the criticism levelled 
at it in the aftermath of the 
crash, however, is a fear that 
Congress has yet to wield its 
hammer. It took four years for 
the US Government to deliver 
its legislative response to the 
1929 crash: Congress still has 
several bills before it that are 
anathema to the futures indus- 
try- 

These bills, which collec- 
tively propose to increase 
futures margins and to change 
regulation of the industry, are 
expected to be reintroduced 
next year, when a new Presi- 
dent may take a more interven- 
tionist approach. 

Futures officials fear a vic- 
tory by Mr Michael Dukakis, 
the Democratic candidate, 
would signal bad news for 
their markets. At the same 
time, the industry is wary of 
an administration beaded by 
Mr George Bush, which would 
probably retain Mr Nicholas 
Brady as Treasury Secretary. 

If this were the case, Mr 
Brady might well push for 
some of the reforms in futures 
that were suggested by the 
report of his task force on the 
crash. These include the cre- 
ation of a single "super-regula- 
tor” for the futures and securi- 
ties business - a proposal that 
was strongly resisted in Chi- 
cago. 

Congress will be provided 
with ample opportunity to 
redefine the role of the indus- 
try’s regulators next year, 
when both the Commodity 
Futures Trading Commission 
and Securities Exchange Com- 
mission face a routine four- 
yearly reauthorisation process. 
With this, and Glass-Steagall 
banking changes scheduled for 
Capitol Hill’s next session, 
“Lord knows what may come 
out of Congress in 1989," one 
industry official shuddered. 

A: least Washington cannot 
say it has not been made aware 
of the futures industry’s feel- 
ings- Officials have lobbied 
intensively since the crash: Mr 
Tom Donovan, president of the 
Chicago Board of Trade, says 
he has paid 27 visits to the US 
capital in the past year. 

The industry resents the sug- 
gestion it has not done much 
to reform its markets since the 
crash and stresses its attempts 
at co-operation in the past 
year. Traditionally isolated by 
rivalry and competition, 
futures exchanges have found 
strength in numbers. 

At the same time. New York 
and Chicago have been pushed 
closer together by the interde- 
pendence of their markets - as 
so brightly highlighted by the 
crash. Last week's introduction 
of coordinated circuit-breakers 
in securities and their deriva- 
tive stock index futures mar- 
kets shows how this co-opera- 
tion is working: 

One of the industry’s major 
preoccupations is how to speed 
the movement of funds 
through the system and avoid 
the sort of “gridlock" that 
occurred last October. While 
individual exchanges have 
made provisions to strengthen 
their own clearing and settle- 
ment processes, regulators still 
feel the need for some joint ini- 
tiative on the issue. 

This would involve an even 
greater effort at cooperation to 
include major banks as well as 
futures clearing houses, and 
probably would not be done 
without some kind of legisla- 
tion. 

For its part, the securities 
industry Is also looking to 
accommodate large portfolio 
transactions by creating con- 
tracts that would trade baskets 
of stocks. However, these pro- 
posed “index participations’* 
are likely to be held up by reg- 
ulatory warfare over whose 
jurisidiction they fall under. 
Although proposed by stock 
exchanges, the CFTC main- 
tains they are futures products 
and therefore must be traded 
on a futures exchange. 

But, no matter how much 
effort is made at reform, it is 
debatable whether a similar 
downfall can be prevented in 
future. “Once people start to 

S anic, you can slow them 
own. but there’s little you can 
do to stop them,” one industry 
player notes. “A crash may be 
something we just have to 
experience now and again."' 


ARAFAT AND HUSSEIN RECONCILED 


Arab leaders seek united front 


By Andrew Whitley in Jerusalem and Victor Mallet in London 
MR YASSIR ARAFAT. " ‘ \ 

rhairman of the Palestine Lib- ■ \ ^ e ‘ - •- -"f , -f ' $ 


MR YASSIR ARAFAT. 
rhairwan of the Palestine Lib- 
eration Organisation, held a 
series of unexpected meetings 
with the leaders of Jordan, 
Egypt and Iraq at the weekend 
in pursuit of a united Arab 
stand on Middle East peace 
negotiations. 

The flurry of diplomatic 
activity in the Jordanian port 
of Aqaba and in Baghdad was 
apparently aimed at bolstering 
the chances of the relatively 
conciliatory Labour Alignment 
led by Mr Shimon Peres in the 
Israeli general election on 
November l, although Israeli 
commentators said it was 
doubtful whether such pres- 
sure would be effective. 

Mr Arafat’s talks will also 
give him the weight of Arab 
support at the important meet- 
ing of the Palestine National 
Council, the Palestinians* high- 
est policy-making body, in 
Algiers on November 12. The 
PNC is expected to declare a 
independent Palestinian state 
and to set out a programme for 
peace negotiations. 

Of particular significance 
was the reconciliation on Sat- 
urday between Mr Arafat and 
King Hussein of Jordan, a 
country regarded as a vital 
part of any solution to the 
Arab-Israeli conflict 

Relations between the two 
men have been frigid since 
their joint negotiating plat- 
form, based on the establish- 




King Hussein of Jordan (left) greets Ysndr Arafat, the FLO 
leader, on his arrival at Aqaba airport on Saturday, wa tc h ed by 
Egyptian President Hosnf Mubarak 


ment of a Palestinian -Jorda- 
nian confederation, collapsed 
in 1988. In July this year King 
Hussein severed Jordan’s ties 
with the Israeli-occupied West 
Bank, leaving the PLO to take 
responsibility for the occupied 
territories and at the same 
tim e under mining Mr Peres’s 
contention that Labour could 
negotiate with Jordan for a 
peace plan. 

Officials from both Jordan 


and the PLO expressed satis- 
faction with the discussions, 
although no detafis emerged of 
what - if anything - had 


Improved relations between 
the two sides could increase 
the chances of their forming a 
joint delegation at a future 
Middle East peace rnnfe rep ce . 
an idea backed by most of the 
key players except Mr Yitzhak 
Shamir, the Israeli Premier. 


The main purpose of the 
weekend’s meetings, during 
which President Hosni 
Mubarak of Egypt travelled 
with Mr Azafat to both Jordan 
and Iraq, seems to have been 
to that a moder- 

ate Arab camp would be able 
to negotiate with a Labour-led 
government in EsxaeL 
“We want the Israeli voter, 
whether Arab or Jew, to under- 
stand where his specific inter- 
est ties," Mr Osama al-Baz, Mr 
Mubarak’s se nio r adviser, said 
in Jordan. “Let him know 
when he casts his vote that 
there is an Arab partner ready 
far neg otia tions.* 

Yesterday an angry Mr 
sfoarrm- accused Mr Peres* dur- 
ing a televised debate between 
the two party leaders, of draw- 
ing King Hussein into "crass 
intervention" in the election 
campaign. Last week King 
Hussein said an US television 
that victory far Mr Shamir's 
Likud party would be an “abso- 
lute disaster” for the regfan- 
Tbe weekend talks raise the 
. question of how Syria will 
react. Syria has consistently 
vetoed peace initiatives in 
which it has no stake and its 
~ sense of Isolation is likely to be 
deepened by the invo l ve ment 
d its enemy Iraq. 

There were reports yesterday 
that Hussein would visit 
Damascus tins week to mediate 
between Mr Arafat and Presi- 
dent Hafez ai-Assad. 


Gorbachev warns on arms talks delays 


By David Marsh in Moscow 

MR MIKHAIL GORBACHEV, 
the Soviet leader, yesterday 
offered West Germany partner- 
ship and friendship to forge 
links across Europe. 

But in an interview ahead of 
a four-day visit to Moscow by 
Chancellor Helmut Kohl 
starting today Mr Gorbachev 
warned against delays in disar- 
mament negotiations which 
could hold up a move towards 
a nuclear-free world. 

Speaking to the German 
news magazine Der Spiegel. Mr 
Gorbachev called for more 
bilateral cooperation: “Let us 
try to look at each other not as 
two former enemies or two 
potential opponents, but as 
partners and possible friends." 

But he underlined that a 
reversal of detente could have 
“dreadful" consequences, and 
gave a hint of the pressures 


the Bonn Government could 
come under in Moscow this 
week to depart from the Nato 
line on introducing new 
short-range midear weapons in 
Europe by the mid-1990s. 

Mr Kohl is bringing to 
Moscow a delegation of minis- 
ters, officials and industrialists 
to seal agreements in trade, 
'technology and culture. 

Asked in a TV interview at 
the weekend about the discus- 
sions on new nuclear weapons, 
Mr Kohl recalled the Warsaw 
Fact's considerable superiority 
in conventional forces and said 
he opposed dismantling all 
nuclear weapons in Europe. 

But the Chancellor, who 
faces strong domestic «*n« far 
further nuclear disarmament, 
emphasised West Germany’s 
exposed position in the middle 
of Europe. “We are not hooked 


on [nuclear] missiles . . . but 
we have to fire with them,* 
said Mr Kohl 

The Chancellor, who has 
spoken cm the telephone with 
Mrs Margaret Thatcher, the 
British Prime Minister, in 
recent days and also saw ear- 
lier this month President Fran- 
cois Mitterrand, u tf Hw wi rtmt 

rftewrmarrwmt questions which 

could come up in Moscow were 
primarily a subject for the 
whole of Note. 

Among the five ministers 
accompanying Mr Kohl is Mr 
Rupert Scholz, the Defence 
Minister. In a speech tomorrow 
to top-ranking Soviet officers. 
Mr Scholz will call on Moscow 
to reduce its conventional 
farce disparities and move its 
armies ra to a purely defen si ve 
footing as a contribution to 
lowering tension in Europe: 


Lithuanian leaders plead for patience 


Continued from Page 1 
from this rostrum the most 
complex problem which all the 
time since 1940 has failed to 
solve?" He was referring to the 
year when Lithuania was reoc- 
cupied by the Soviet Union. 

The congress passed resolu- 
tions demanding economic 
autonomy from Moscow, con- 
trol over emigration and immi- 
gration, on establishing its 
own territorial army, and 
demanding an inquiry into the 
operation of the Ignallna 
nuclear power station. 

A resolution asserting the 
right of Lithuania to “with- 
draw from the Soviet Union" 
was toned down to one simply 
restating "the Leninist princi- 
ples of federalism, national 
equality and self-determina- 
tion." 

At mass. Cardinal Sladkevi- 
citts also urged caution. “You 
most know that a seed grows 


even under the snow,” he said. 
"You cannot see it growing 
until the springtime when you 
see the flowers. So you must 
learn to wait.” 

Words of prudence notwith- 
standing, the congress was a 
breathtaking sign of bow far 
the Lithuanian nationalist 
movement has travelled. 

Eight months ago, the offices 
of Vilnius television were 
searched by the KGB, after 
rumours that someone was 
planning to wave the green, 
red and gold Lithuanian flag 
from a window on February 16 
to commemorate the declara- 
tion of an independent Lithu- 
ania 70 years ago. 

This weekend, Vilnius has 
been a sea of tricolours, hang- 
ing from the lamp posts, across 
the streets, flying from the bat- 
tlements of Gediminas 
and carried on banners and in 
nflniatrcte by tens of thousands 


of adults and children. The 
KGB was nowhere to be seen. 

The explosion of nationalist 
sentiment and public debate in 
this ancient Baltic state has 
astonished its most fervent 
support e rs. 

Yesterday morning, as dawn 
came up over the city, the car- 
dinal celebrated mass on the 
steps of Vilnius Cathedral 
before a congregation of sev- 
eral thousands. Many old 
women in the crowd were qui- 
etly weeping. 

The night before, an enor- 
mous crowd converged on Ged- 
iminas Square, beside the 
cathedral, carrying candles in 
plastic cups, home-made lamps 
or burning torches, armed with 
thousands of Gags of every 
shape and size, or simply wear- 
ing badges in the national od- 
ours. Sin g in g and dancing 
went on into the early hours. 

Although Mr Brazauskas 


Soviets seek US computer partners 


Continued from Page 1 
thought the Soviet Union 
would be able to manufacture 
32-bit chips within three years, 
but this could be cut by up to 
two years with the help of a US 

company. 

While 32-bit chip exports to 
the Eastern Bloc are currently 
prohibited, the Soviets believe 
they can persuade the US Gov- 
ernment to grant export 
licences fix' their microproces- 
sor. 

"This would not be a case of 
taking US technology out of 
the country,” suggests Mr Duf- 
fey. "The Soviets would be 
transferring their technology 


to the US” in the form of the 
microprocessor design, he 

maintaine 

The Soviet trade representa- 
tives aim to persuade the US 
Defence Department to 
approve the semiconductor 
venture. "We will offer to give 
the first samples of the micro- 
processor to the Pentagon,” 
said Mr Dnffey. "It is our inten- 
tion to familiarise the Com- 
merce and Defence Depart- 
ments with our plans, but we 
have not yet informed them," 
he added. 

US semiconductor experts 
point out, however, that chip 
manufacturing technology is 


regarded as one of the most 
sensitive areas of technology 
export control. Advanced 
devices such as 32-bit micro- 
processors represent a key 
component of US "smart 
weapon” systems which are 
critical to US defence str ate gy. 

"I doubt that there would be 
a great deal of en t hus i as m in 
the US toward the 'Soviet 
plan,” said Professor John Lin- 
vffi , a semiconductor expert at 
Stanford University. 

The Soviet representatives in 
the US appear to have mis- 
taken a friendly telephone con- 
versation with, a marketing 


executive at LSI Logic, a lead- 
ing US chip maker, for a posi- 
tive response. 

Mr WHf Corrigan, LSI Logic 
chairman, stressing that his 
company has "absolutely no 
interest in any such venture 
with the Soviets,” said that an 
MPI representative phoned LSI 
Logic several weeks ago, but 
dirt not mention the nationality 
of his client and did not 
respond to a request for infor- 
mation about his company. 

LSI Logic was one of several 
US companies contacted about 
the 32-bit microp ro cessor proj- 
ect, Mr Dufley said. 
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Dukakis fights back 


Continued from Page 1 
ago to file effective negative 
campaign which Mr Bush hoc 
been running against him, 
alleging that he Is weak on 
dfl fpi ic* ? and cdwif 
Mr Dukakis Is hoping his 


» : V|' “'MV* ‘ ‘T'- 


style, a decision to reach out 
to traditional Democratic vot- 
ing groups, indenting blacks, 
and more support from ment 
bers of Ms party will begin to 
narrow the gap with Mr Bush. 
Mr Bush was yesterday resting 
in Washington before a week 
of intensive campaigning 
across the country. 


The 100th Congress finally 
came to an end early on Sun- 
day morning when the Senate 
approved a comprehensive 
new drugs Mil which imposes 
tough new penalties for so- 
called “recreational” dru 




ers and pushers. 

Although the bin calls for a 
greater emphasis on drug 
treatment to tackle the drug 
problem, critics are complain- 
ing that budget constraints 
awn that much less money 
will actually be -appropriated 
to tackle the drug problem 
than the new bill nails far. 


Taking up wneire 
gilts left off 


Ironically, the West German 
Defence Minister will leave 
Moscow on Wednesday, a day 
early, to take part in a meeting 
of the Nato Nuclear Warming 
Group, at which upgrading of 
nuefaar weapons in Europe is 
expected to be an the agenda. 

In Ms interview with Der 
Spiegel, Mr Gorbachev also 
dashed hopes in Bonn that 
greater East-West dialogue 
could lead towards German 
reunification. He said East and 
West Germany were two sover- 
eign states. Erasing the bonier 
be t w e e n would be “unac- 
ceptable if not catastrophic." 

Mr Gorbachev also rejected 
the Idea that the West was 
offering the Soviet Union 
“help” in restructuring its 
economy. The restructuring 
process was of mutnal intoest, 
he said. 


received a rapturous reception 
from the congress, he must 
have been half-horrified at 
some of their demands. 

The leadership of Sajudis is 
cwTltng for “economic and cul- 
tural sovereignty" for Lithu- 
ania. in a federal relationship 
with the other republics of the 
Soviet Union. Moscow would 
still run lief enrt* and foreign 
affairs. 

Yet the cheers at the con- ' 
gross went above all to the 
most radical demands: for a 
re fer e ndum on complete inde- 
pendence, for a national cur- 
rency, far autonomy in foreign 
relations, and far a Llthmmim 
army with national service 
only at home. 

Ecological demands rank 
high. There were demands for 
the end to afi privileges far the 
“party bourgeoisie," and a halt 
to the building of any more 
statues of Lenin. 


fe. the edd days, when the Bank 
of Kn gfainrt had a never-ending 
supply off gjltfr to sell, it used to 
a vo id wr farf n sections of the 
market to leave the way open 
for corporate borrowers. The 
exper iments were so unsuc- 
cessful HiB ijme it hBS 
kept quiet about the much 
g reater opportunities offered 
by its brand new unfunding 
strategy. 

For on ce , however, the mar- 
ket seems to be responding, 
and in the last two weeks 
aW there have been five ster- 
ling issues that have fitted 
neatly tntn the left by the 
w«nir of England's purchases 
in tite hug v nd of ti» market. 
Everyone should be delighted. 
The UK institutions, which are 
feeling starved of long-term 
paper, have a new home for 
their money (on which they 
are offere d a nice spread over 
the gilt yields): the Chancellor 
of the Exchequer can congratu- 
late hnwa«ff on what his bud- 
get surplus is doing for indus- 
try: while the issuing bouses 
(so far Warburg seems to have 
had mote than its share) 
are being given wimrfhing to 
do. 

At second right. it all Zooks 
slightly less encouraging. 
Although the combmnri value 
of the five Issues is slightly 
greater than the ssoontodd of 
the Bank of Boghead's mon t h ly 
deamgp in the gift market, the 
same cannot he expected to be 
true every month from now. 
Bach of the five borr o we rs had 
its own special reasons fir rais- 
ing tbefr fames - Land Securi- 
ties and KEPC need to farrow 
long to match thek assets, Por- 
tugal borrowed in London 
because it was the only place it 
could get asyrar money, and 
both TSB and Halifax rawifrsl 
fimfcc inwg eoooghto be ■nfnrrt- 
fied as capital by their regula- 
tors- TV feet that they con* 
verged on the market at ones 
is esnangtag, but doss not 
co nfi rm that the trig dash to 
t»kg adv ant age of the 
at the long end of tbs yield 
ewe has yet quite begun. 

BOC 

There seems no end to BOCTs 
resource in its treatment of 
shareholders. The company 
which p i oneere d PK quarterly 
repots* ament cod .account- 
ing and scrip dividends has 
come up with its most radical 
innovation yet the payment rf 
dividends not far the year past, 
bat for the year to come. The 
idea has a certain charm. As 
BOC argues, no company these 
days thinks of its payout in 
t e r m s of a pot of money which 
is to be part distributed, part 
retained: in practice, any dhd- 
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25 year High Coupons (-it) 
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itewrt IpftWm an 

Implicit statement on sustain-, 
able payments in future- By 

^bSi^puC ptd^^^a 
guide to its semrflMdgata. 
Xnd by setting the dividend fin 
the fuu year a nd pa ying it oat 
in two equal parts, the c om- 
psny avows a mandatary UK 
board meeting ' half way 
through the year. 1 

The idea is net whofiy novd. 
Those US companies which 
pay out quarterly la equal 
Instalments give a guide to the 
year with the scale oftteir 
first quarter increase. Bid BOC 
is going the whole hop acrap- 
pmg the final dividend 
wUeh becomes the drat of two 
i nterims — and with it the for* 
m3 approval of the payout at 
tha AGIC bringing p a ym e n t s 


format! by two months, at an 
coat of over One and 
iadtotriy. bun g in g up the 
tetrel of payment <% a ooeoff 

haute irfiiw* jfljf ywH 4 * firow — ■ 

more than half the annual 
total - will become the bench- 
mark for this yeurt Brat par- 
meat, to be repeated ftut- 

— . ■ ■■■ilife latiiM ? *’ 
i jjMwi i x P f -i , 

AH this is scared? mdtabfe 
for companies h am nUfo 
horin e sawL But then, BOGJs 
subtly encouraging shareboL 
dAra to feces rathe kmffttnu 
nature of its ope rations . The 
payout aimomiceraeni ta hot 
ah earnings forecast for tha 
year, since there are no under- 
takings on dividend coyer; but 
it is, by <w»pn«wrtB«i J a xuffing 
forecast of the level of growth 
expected over a longer period. 
And 7 indeed, ha BOC argttfes, 
equlty ifi ve st o ent fe iflapcy 
enough without ibanhofofe 
in a htite drip company having 
to be uncertain mahout their 
income. 


life Insurance 

Nobody who inverted in the. 
UK life Insurance industry on 
the principle that it was about 


-to be sucked' info a tea-Euro- 
pean w hi r l w in d can affixed to. 
ignore dev riopnwnfe . at Abbey 

- Life.Last week’s announce- 
ment of a Kh&up with Lloyds 

set Abbey T-ifo shamhold- 
evsbayingforffie topramftan 
to which they led entitled; the 
. Lloyds - deal, some believe, 
would deprive ihemof it for- 
ever. But it goes without say- 
ing teat where there is no bid- 
der thrae is not much excuse 
for a ted premium. And if ho 
: cte dm dedans sin taterestJn 
Abbey life before the NOvem- 
ber la egm - which must be 
poedHs^given the sized the 
. company and the heady multi- 
ple it would c o mmand - then 
the . tarts for waning some of 
the sector's otter stocks could 

aloft fe fa i fo at ’ 

. vnth MraMght, it b easy to 
hteabe the hid speculation of 
the past yrar largely on chau- 
trfnhm: tbs; theory w» : that 
Europeans ■— .and- others — 
needed sophisticated expertise 

-in the hmii ii an , smrf 

that British companies bad 
tKwueth tup qf a corner OP the . 
-tairitet - Whore Corapaguledu 
Midi led the way with iU 
price y rtQB&lfios of Equity 
and Law in 2987, otters would 
'certainly follow; and they 
could be counted ett togo the 
Aifodnai irate of tedding 

'tfos it up in- hwi* tt cross- 

■ AgefaddsEsla the Gonfort 

-OkloxtimBtsly for sharehoid- 
ea»vooQpgDK on wtBtsrzKd 
out to be none of an tadepen- 
; den tJthaar A frandaetter. The 
.teg Itarapsra oompanlea kept 
busy- «no ng tIrtm*riv8E, bet 
none of tham launched the 

- expected UK mega-bid. And 
ovor the part few months, 
there arertgns that ttefikneof 
Affiant and Generali have 
begun to think the UK market 
quite «S«r enough even: before 

- '-Si* mx&m stasm. Tte prospect 

■ uf a tougher tax regime for the 
UKferiuMSyfotte sort of thing 
wtech could stop- many a com- 
pany crooStag tankas which it 
ora avo i d *• Own if fee tax 
threat ffid hot trane at a time 
of vastly increased c om p etition 
ta thfl UK financial services 

• J 0VBC32L 

• AH this does not mean that 
shareholders In some of the 
smaller or more vulnerable 
rop m nigaa JUindaa & Map.- 

Chesser, L egal & General, and 
especially Pearl — can write 
ofi*ll prospect of corporate 
goings-on. . But In general, 
defensive share swaps of the 
sort that so angered Sun Life 
shfflThnfafrg g recently could be 
more the rale than outright 
tedSMznd there is little reason 
to assign a premium to that 
sort of activity, 
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With the end of the 
Gulf war, Arab 
bankers hoped that 

peace would lead to 

the regeneration of 

economies in the region but soft oil 
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prices have meant that the good 
times are still some distance away 
Michael Field looks at what is 
being done to hasten that day 



the 
good hews 


THE GULF States and, Saudi 
Arabia heard in July the first 
major piece of good, news they 
have had for several years. 
Iran and Iraq agreed to a cease- 
fire in their war, which' had 
been raging since 1980. 

The war cost Saudi Arabia 
and Kuwait , an undisclosed 
number of billions of dollars In 
aid to Iraq. It destroyed 
Kuwait’s important re-export . 
trade, led to terrorist and mis- 
sile attacks on Gulf civilians 
and oil installations, and 
caused the region to be . sub- 
jected to a barrage of Iranian 
propaganda aimed at creating, 
or widening, divisions in Arab 
society. It threatened always to . 
involve the Gulf States more 
directly. & sapped people's con- 
fidence and fostered feelings of 
insecurity and impermanence^ 

News that the war had come 
to an end was greeted with an 
enormous sense of relief. In 
Kuwait and Saudi Arabia, in. 
particular, it was hoped that j 
peace would lead to the regen- 
eration of gta gnant economies. 

Now these hopes have best 
dampened by felling oil prices, ■ 
which, ironically, have been 
caused by Iraq and the Arabian . 
peninsular states Increasing 
their production, so that when 
Opec eventually discusses a 
new set of quotas they will be 
able to negotiate from post 
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ttons of strength. - - 

It is accepted that a surge in 

fimw mnwnt ypwvting may grill 

be ma ny mo nths away. The- 
spin-off from reconstruction in 
Iran and iraq likewise is befog 
delayed by the difficulties, in 
peace negotiations, the politi- 
cal confusion- in Iran, and 
Iraq’s overhang of debt. 

The changes in the mood of 
the Gulf bnahtem community 
and population are reflected, in. 
the- mood of the banka. Bank-, 
era say that they are now defi- 
nitely through the worst of the 
rec e ssion that has enveloped 
them since 1984, when the 
decline in: all production first 
fed throngh to government : 
spending. The cynical com- 
ment would be that the bank- 
ers have been saying the same 
fin* the last two years - but this 
time they have genuine cause 
to sound more optimistic. Not 
only axe they, as happy as. 
ev ery one else about the pros- 
pect of higher government 
spending; they can point to the 
higher profits theyhave been 
announcing in the last 12 
months. • 

hi. Kuwait aS of the -banks 
paid cash dividends to their 
shareholders at the beginning 
of this year, and in Saudi 
Arabia most of the banks 
reported higher profits and 
smaller provisions. The trend 


Workers at tire NC8 office In JaddWi. Saudi Arabia 


Arab Banking 


has continued in their .19 83 
Interim results. It is now 
expected that only two of title 

temlen fix tfa* Kingdom will wn* 

be in the black in 198& 

Much of the improved perfor- 
mance has been brought about 
fay staff redundancies and 
other cost-cutting measures. 
The rest is the result- of - the 
banks having made provisions 
for a large part of their likely 
bad debts «-nfl now finding 
themselves able to keep more 
of current .earnings for their 
reserves and for shareholders. 

In Saudi Arabia,: the banks* 
performance has been helped 
by the work of the Banking 
Disputes Committee, which 
was established a year ago to 


arbitrate, or give judgments, in 
cases where banks are suing 
clients for default Previously, 
all such cases h ad to the 
Shariah (Islamic) courts, where 
the judges regarded interest as 
illegal, and, accordingly, had 
deducted interest due and 
already paid from whatever 
awards they made to the 

hanlta, 

The Committee has the 
power to confiscate debtors' 
pa ss po rts and freeze their bank 
accounts. More important in 
the minds of recalcitrant debt- 
ors is the threat of publicity. 
The cases that come before the 
committee are not announced 
officially, and such controver- 
sial wathw are cert a inly not 


the type of stray that is pub- 
lished in the newspapers in 
Saudi Arabia. Yet, the King- 
dom has an extremely compre- 
hensive “grapevine" and news 
of the committee's cases circu- 
lates widely. 

In theory, debtors can appeal 
against the committee's judg- 
ments. but so far ban 

been done about arranging for 
the appeals to be heard. 

AH of these means of pres- 
sure work very well an small 
debtors, but they are less effec- 
tive on important, names, both 
in the royal family and outside. 
Important people's cases sim- 
ply do not come before the 
committee, and the big corpo- 
rate debt crises are so 


well-known that the threat of 
publicity is irrelevant: 

In all the Arabian oil states, 
t here are many bankers - peo- 
ple who have devoted large 
parts of their careers to the 
region - who are disappointed 
by what they see as an erosion 
of moral standards on debt. 
They say that there are too 
many people who are members 
of reputable families and have 
ample capital invested abroad 
who simply do not fed any 
obligation to repay debts they 
have contracted at home. 

There is a worrying ten- 
dency for big corporate 
rescheduling deals to come, 
unstuck the moment the debt- 
ors’ businesses encounter fur- 


ther f- o mftiftiT-ial difficulty. 

The Arabian governments 
should be more concerned by 
these developments than they 
seem to be. They are anxious 
that their private sectors 
should take a lead in develop- 
ing their economies, rather 
than merely profiting from 
government spending. And if 
aid when oil prices rise, and 
economic activity accelerates, 
will want banks to be pro- 

credit. 

In their present mood, bank- 
ers, both in tiie Arabian penin- 
sula and outside, say they will 
be reluctant to give loans to 
Gulf and Saudi businessmen in 
future, except in cases where 
the names are above reproach 
or where they can arrange 
good collateral abroad. 

Where the banks are expand- 
ing their activities at present is 
in off-balance sheet transac- 
tions. The emphasis is on pri- 
vate banking - which partly 
means servicing their best cus- 
tomers abroad - and on selling 
mutual funds. There are now 
between 20 and 30 funds which 
hear the names of Arab banks 
and are marketed by them, but 
mostly are managed by institu- 
tions in London. 

A potentially more impor- 
tant Hue of business which baa 
been emerging in the last 12 
months is in lending to the 
Arabian peninsula govern- 
ments which are borrowing for 
the first time. The Kuwaiti 
Central Bank, since November, 
1987, has issued about $&5bn of 
braids and bills, and the Saudi 
Arabian Monetary Agency bwr 
issued about $5bn of 'develop- 
ment bonds’. 

The idea of the issue was 
announced in Saudi Arabia at 
the beginning of the year, at 
the Ram i* time as the budget, 
but, because the very idea of 
government borrowing is 
regarded in the Arabian penin- 
sula as slightly shamefu l, as if 
it were an admission of weak- 
ness, and because borrowing 
inevitably involves the embar- 
rassing matter of interest, the 
beginning of the Saudi bond 
issues was delayed until mid- 
summer. The solution that has 
been found to the interest 
problem involves the bonds 
yielding an income based on an 
Tnadafiwagi concept called proj- 
ect cash flow, which works out 
month by. month to be very 
close to the rates paid cm US 
Treasury bills. 


In both Kuwait and Saudi 
Arabia, almost all of the bonds 
issued so far are befog held by 
banks or other public or state 
institutions, but in due course, 
if the governments continue to 
borrow, it is expected that they 
will be sold on to private inves- 
tors and a secondary market 
will develop. 

On a smaller scale, the eov- 
emments of the UAE and Bah- 
rain have been making 
short-term borrowing from 
their banks, and it is believed 
that these borrowings may be 
e qmnHwi and organised in a 
form that will allow private 
investors to hold some of the 
governments’ debt 

There seem to be three clear 
opportunities for Arabian pen- 
insular banks in the trend 
towards borrowing by Arab 
governments. 

First, they can develop 
domestic secondary markets 
for the debt of their own gov- 
ernments. 

Second, they can organise 
the issue of debt by some of 
tiie other more credit-worthy 
Arab governments - Algeria 
and Jordan - for example. 
These governments have a 
good enough credit rating for 
their debt to be in the form of 
securities, which Arab banks 
mn organise and market, both 

at hnwif* and interna tinnally 

Third, Arab hanks can lend 
to the next tier of government, 
in Egypt, Iraq and Yemen, for 
example, which are not good 
enough risks for their debt to 
be securitised and which, for 
that reason, would pay better- 
than-average rates. The banks’ 
position would be made more 
secure by the feet that some of 
t.hAm u the consortia, such as 
Gulf International Bank and 
Union -des Banques Arabes et 
Francaises, have the same 
Arab governments among their 
share holders. 

The broad judgment of EQk- 
mat Nasbashibi, the ^hairmaw 
of the Arab Bankers’ Associa- 
tion in London, is that Arab 
banks must "reorientate" 
themselves. 

"Instead of being channels 
for private sector surplus capi- 
tal,” he says, ' "they must 
become agencies for borrowers 
-state, not private - while the 
Arab private sectors remain 
dormant" 




IN EVERY 

MAJOR FINANCIAL CENTRE 
THERE'S ONE BANK 
THAT’S THE PLACE TO WORK 



In Saudi Arabia it's Saudi American Bank. 

But it takes more than just professionalism to produce 
creative banking solutions in today's envitomnent. 

At Saudi American Bank we harness tiie best people 
to the latest technology and a firm committment to service. 
...... It's a combination that has served us well, 

and our customers better. 


Saudi American Bank VJt/ 


PO. Bck 833 Riyadh lW2i - Kingdom of Saudi Anbia 
Telephone (01) 4774770 '• Tetec -W0193 SAMBA SJ 


SAUDI CAIRO BANK 


A STRONGER PRESENCE 


With 44 branches throughout Saudi Arabia and a full range of 
services geared to the expanding needs of industry and 
commerce throughout the Kingdom, Saudi Cairo Bank has 
always maintained a strong and determined presence in the 
growth markets of the Middle East. The Bairitfs capital has been 
doubled to S R 600 million. 

Now that presence is stronger and even more determined — 
with the appointment of a new Chairman Mr Wahib Binzagr, a 
new strategy is aimed at enhancing the range of banking services 
currently provided and offering increased support to interna- 
tional companies seeking involvement in Saudi projects such as 
the off-set programme. 

The new Chairman is joined by several other new board 
members - including representatives of the Saudi Public 
Investment Fund - an agency of the Ministry of Finance which 
now holds a SO per cent stake in the Bank. 

Saudi Cairo Bank now welcomes opportunities to work with 
banks, companies and individuals with business activities in 
Saudi Arabia. 


Your banking requirements 

If you’re active in the Middle East, now more than ever Saudi 
Cairo Bank means business for you. 

Call or write to Mr Mohammed Dagfaistany or Mr Andre Van 
Hove for full details at our Head Office. 

BINLADIN PLAZA-STTTEBN ROAD. P.O. BOX NO: 11222. JEDDAH-21453. 
TEL: NO- 63230W -TELEX NO: 600205 SCHOSJ, CABLE: SAUDICAIRB A JEDDAH 



SAUDI CAIRO BANK 
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The Premier Arab Bank: 
Worldwide. 

If you are looking for an 
Arab-international bank that offers 
comprehensive banking services 

in the Gulf . . . 






“Let’s talk!” 


W- : 



KUWAIT - LONDON - NEW YORK - SINGAPORE - GENEVA - PARIS - BAHRAIN 


THE HRITISH BANKQF THE MIDDLE EAST 

LEADS THE W'iY 

IN SOrniSTnCATED BANKING SYSTEMS. 

As one of the Arab world’s most successful banks, we at The British Bank 
of the Middle East have been investing in ever more sophisticated 

technology for more than ninety years now. 

At the same time, we’ve always 
, realised that all.of.the information and 
communication systems in the world are 
useless without the human resources 
needed to operate them effectively. 
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Consequently, we've always been as 
committed to the development of our staff 
as we have to the development of our 
banking systems. 


It's a commitment which enables us 


to offer an unrivalled range of financial 
services to meet the needs of the region. 
And leaves us perfectly placed to help you 
profit by our experience. 

Backed by the vast resources of the 
HongkongBank group, we also offer you 

direct links to 1300 offices in more than 


50 countries. 

Not forgetting, of course, the full benefits of almost a century's 


ARAB BANKING 2 


SAUDI ARABIA’S 11 

p nm mgr E faft hanhi are Showing 
some signs c£ pttiling out from 
imriw tferm a as a of bad loans 
and e nfor ced retr en c hme p t of 
the last three years, but their 
recovery Is based more on con- 
tinued cost-cutting, improved 
recovery of bad debts and a 
general decline In provisions 
than on any quality new host- 


Pulling clear from morass of bad debts 

Sama lends a hand 


The banking system has, 
h ow e v er , bad some belated Imt. 
significant support beam the 
Saudi Arabian Monetary . 
Agency (Sama) the central 
hawk - not only in the estate 
Hahnaent of fee three-man arbi- 
tration panel to help resolve 
bad debts but in other ways as 
weJL 

Banks are now allowed ho 
take mortgages as loan seen- 
rity income tax is no kmgar 
payable on profits tnari g ns d 

ppi rtdnw mvf the withhold - 

ing tax payable since 1963/84 
on Saadi businessmen's bor- 
rowings fiesh offshore banks - 
principally in Bahrain - has 
been abolished, thus restoring 
some momentum into the 
Sandl xiyal market 

Bat it is Sama’s arbitration 
n uniitiit Bg on de&nqoent bor- 
rowers which has given banks 
the moat encouragement in 
T*w t p ri"g depth to 
loan assets, to the extent that 
“net recovery is now exceeding 

the increase of loans still befog 
classified as non-performing” 
as one banker put it. “Mach, 
better than nothing", is the 
way Mr Bssam & Sards the- 
Saudi-French bank’s sec- 
retary-general described the 
committee. 

The nffffirft are the Judicial 
Settlements Committee, which 
operates in the traditional amd 
preferred method of quiet con- 
sensus between two parties 
wring in good faith and the 
Islamic Sharia courts which 
are fundamentally hnwtf te to 
any institution operating on 
the hasin of interest 

It has been the threat of 
action by the Sama committee 
as much as punitive action 
itself which has earned debins 
to be more willing to re ach 
agreements with the banks. 

In yHrtirinn. banks operate 
their own ’Mackbs? of faul ty 
debtors from whom new credit 
ftdBtiaa will be withheld by 
other banks so long as no set- 
tlement has been reached with 
the pfariutif hank. Artreri rawh 
recovery following a Sama 
judgment is still “rather disap- 
pointing* according to one 
banker in Riyadh, even though 
the office of Riyadh's guvnn ag 
Prince srimm Bin Abdnl-Azix 
has been notably supportive 
when it comes to a bank enfor- 
cing a promissory note or 
attaching assets belonging to a 
recalcitrant b or r ow er - pgrtica- 


SHQRT of two fundamental 
developments - both extrane- 
ous to regional financial mar- 
kets - all Gulf commercial 
hanks including those in the 
United Arab Emirates race sev- 
eral more years of uuesiiting 
prospects. 

The first development which 
could obviously start the 
adrenalin flowing again is a 
simultaneous rise in W estern 

r offlfaigs 1 Oil nnAii in^fnn anti 

oil prices. This, if it happens, 
would increase UAE Govern- 
ment revenue and with it con- 
fidence would return. 

This looks only slightly less 
likely than the second sce- 
nario: a surge in UAE reex- 
ports and lending opportuni- 
ties caused by massive 
reconstruction spending in 
Iran and Iraq. 

This, particularly should 
Iran start easing credit restric- 
tions, would enable UAE hank* 
to refinance construction. 

But apart from a wave of 
euphoria which briefly swept 
the UAE after the Gulf war 
ceasefire went into effect last 
month, nothing of substance 
has happened this year which 
suggests UAE bankB can dig 
themselves out of the trench 
they have been in for nearly 
five years. 

The UAE of itself - with a 
population of only L6m at the 
outside - is simply not big 
enough to justify 17 local and 


laxly <w* trying to hade behind 

frig rank. 

It is a process which is pain- 
fully dot for some tenfcas 
not reconciled to the King- 
dom's taefltiu c a l way of d o ing 
tatawL OfflcU rMnn that 
the c oun try operates a free 
mar ke t w ww py are mislead- 
ing. Hank, privacy, tradition, 
exaggerated deference to 
higher unseen authority, val- 
ues and attitudes rooted in the 
country’s past, all compete 
with the ac c ep ted bricks-and- 
mortar b anking standards 
applicable in OECD countries/ 

Last year six of the II com- 
mercial banks - National Com- 
mercial Bazik, Saudi British, 
Sawdi Cairo, Bank AtJazira, 
«wf United Commercial 
Rank reported losses or zero 
profits. Two others, Riyod 
Rank and Saudi French 
re ported reduced profits four - 
Sandi American Bank. Arab 
National, Saudi Dutch, and 
Saudi Investment Bank - 
reported profits up or made a 
profit following a tecs the pre- 
vious year. 

By contrast, first-half figures 
for this year showed some 
healthy net earnings at nbie 
out cf the 1L Third quarter fig- 
ures so far avaBaUs suggest 

the trend to improved earnings 

is continuing. Sandi French 
Rank rep o rts unaudited net 
earning s up 26 per cent to 
SSS7.4BZ <£9.1m) compared 
with the first tins of 

1967. Sandi American Bazik’s 


Bet earnings are np nearly 
threefold for the same period 
to SRl74Jm. Saudi Investment 
Rar»tc more than doubled Its 
profits . to.SrMJm. ■ Unaudited 
figures show, provisions : 
unchanged at SRSta.aud loans 

down by 3£Vto £B3305m. 

United Sandi Commercial 
Bank has taken on a new lease 
of life following the insteHa- 
tiem of a new board chaired by 
Prince Aiwafeed Bin Takd Bin 
Abdul- Ariz and a new general 
manager, the exp erie nced and. 
pfr nUtent fanner fStihank exac* 
utive Mr Gerald Kangas, the 
first director of Bahrain's 
bankers Trainin g I n s ti tu te . 

Net loGses of SR16m in 1966 
and SRl43m in 1987 had been 
reduced in the first half of this 
year to SB1.87m, hut now 
USCB is expected to report a 
pmfft for tbs third quarter and 
show a dramatic recovery over 
the fill! year. 

Real growth ho wever , as 
opposed to pruning costs and 
recovering bad . debts, stui 
depends, firstly on the level of 
government revenue and 
spendmg and secondly, the cre- 
ation o£ instruments 

to inject new Bfe Into the non- 
oil priv ate sector. 

The first case looks Weak, 
gi v en tiie d own w a rd trend in 
oil prices, bat in the second 
there is at least some move- 
meat 

According to Sama, the non- 
hank private sector had, by the 
end of last year, accumulated 
some $64bn abroad, tn addi- 
tion, commercial banks had 
some tSObn held abroad. These 
Same’s report asserts 
with Wand optimism “consti- 
tute a prospective pool of 
resource* , which can be drawn 
Upon 4jy the private sector to 
finance Us future economic' 

wr p wi ri fln* * . i 

The process has started - 
hafemg ly - with the first Issaaer 
last Jane of Soma’s so-called 
Development Bonds. 
Shortterm security deposits, In 
the form of S&day riyal offer- 
ings. aheady existed before the 
fiirt devafofB&ezit bond issue 
took place on June 11. The 
'development* bonds ho wever 
were a new departure, and are 
dfigjgned to hefo cover most of 
the guww aB MM ft -badgBt defr 
ett fids year, which looks Bke 
bring anything from SRSBbti ~ 
SBOtm depenffiog cm off prices 
«ad tiie government** actual 


Smnwissws the bonds at adis- 

coon t to faca value and tote 
to imspe^fled develop- 
ment projects which p ay * 
‘comnnssioa' or ‘shared pna- 

fev -S -i: 

The difienoce between the 
actaal amwnit paid by toves- 
tom-Ctotia&y- ©nly-t tohante 
themselves) and tte 
face value represents, t he yfe ia 
to parcb&flera, payable twice a 
year. 'Bankers were I rft to g o 

their own yield calculations - 

to dp i t * the bonds have bee n at 
some 2P60- bass ptente above 
similar dated US Treasury 
notes. . Sama said it would 
repurchase up to 10 per cent of 
the value of the bonds m a 
hank's portfolio. 

The bonds - SR1.5bn at a 
time- have been Issued roughly 
every two weeks since 
June 1L- They .win continue to 
he offered until the SRSObn tar- 
get - the lower end of the esti- 
mated budget deficit • has been 
reached.' 

The banks? response has not 
exactly been overwhelming. 
The first issue netted SRUbn 
from the b anks themselves - 
the balance was. taken np by 
the state’s C3v2 Service Pen- 
sion Fund and the General 
Organisation for Social Insor- 

&Z Tfcwseco8d issue netted only 
SRBOOm from commercial 
banks the third 3R800m or Just 
over half- th#“ offering subse- 
quent issues over the last three 
months have each fetched 

SRflOOm or less. ' . 

Pait of tite reason for the 
banks' rehictance has been the 
long m ajority dates - one-five 
years - when tin majority of 
banks liabihties are snort-term 
deposits. Progressive devalua- 
tion of the riykl is also ft deter* 

' rent hqdte c ftatoto terial deni- 
als of any such poss&dfity. Bat 
a great deal of the hanks' foke- 
warm -response^ is due to the 
absence so for of a secondary 
market. 

Now a committee of five 
hanks - NCB, RIyad bask, 
Saudi Americ an , Satefi British, 
«nd Saudi French - began 
meetings in • mid-October to 
draft proposals to be submitted 
to Sana <m how toe secondary 


To assuage wHg l ou ssea s feB r 
wtdkfh flteidd tim tefeo- 
thxz or payment of tent, 


Abeeriy the bonds can be 
add to briMtoik to denomi- 
nations of not less tinm lm 
riy^bntagenubwsecaodary 
nwritet wffi.be the ittmos toft 
of the bonds* relative success 
ortadtoe. ' • ; 

..r; . ttoMwABnn 


UNITED ARAB EMIRATES 




Waiting for upturn 


21 foreign banks. Good new 
lending opportunities are few 
and far between; national and 
regi onal cap ital markets are 
non-existent. So are lef t 
with existing business. This is 
good enough for scene of the 
better established local and for- 
ragn banks; British Bank of the 
Middle East for one reports 
that its UAE operations 
account for the majority of its 
Gulf regional earnings. 

But for most banks however 
and Emirate Governments as 
wen, it is still proving difficult 
to came to terras with a funda- 
mental change in hanking 
prosperity which started five 


In Abu Dhabi bad debts 
remain a problem for both 
local and ftitQgn bahte despite 
two government decrees last 
year that seemed as though 
they mig h t ease the problem. 

More dramatically National 
Rank of Aim DhahL tradition, 
ally one cf the gfronge rt banks 
in the local market, was - 
finally - forced to come to 
terms last year with its Tjtin 
American debts as well as 
losses incurred through its 


Washington subsidiary. Aim 
Dh a b i fa^frwntinwai Bank, 
whos e -profi ts dropped 58 per 
cent compared with 1966. 

Among foreign hanks Stan- 
dard Chartered’s profits fell 
last year fay nearly half, and 
Citibank's fell by BM&n <E7)n> 
for the second year in succes- 
sion. Another major foreign 
hank. Bank of Credit and Com- 
merce International, increased 
its profits last year by &&6m to 
Dhl8.19m (£2_95m), but was 
forced to co nt i nue large scale 
write o ffs . 

Anxmg local banks. National 
Bank of Shariah - a weather- 
vane of. hratfay iw Wirythf : 
raa tiara - e mira tes - reported a 

its^but only at the cost ’ 
ering provision for bad. and 
doubtful debts by 78 per cent 

More symptomatic of the 
general malaise was the deck 
sion by another Shariah hank. 
United Arab Bank, to pot all 
its reported 300 per cent 
increase in profit? into 
reserves. . 

The bank's chairman, Sheikh 
Faisal bin Saltan’ al Qashnlr 
said it all in bis s t ate m en t to 


shareholders. Such a move, he 
said: "Would resalt in increas- 
ing the total of our sharehold- 
ers' equity to some DhlSOm 
(£24 Jzq) sod we befieve that 
such caqjttal ftmds would then 
he ate s utTkientl y co mforta ble 
level to allow ns to deal in 
future with any unforeseen 
contingency." 

A precursor of things to 
crane aras the $58m loan agree- 
ment shned last AnrO bv Aim 
Dhabi Commercial Bank and 
Abu Dhabi Investment Com- 

:T inmlc affairs. 

- Shaikh Suroor bin Sultan al 
Dbsffiiri, ebahman of the Abu 
1 )ImW Commercial 
last month that he was pre- 
pared to consider fiesh credits 
and to finance joint ventures 
with Soviet partners. AH of 
vriddh .ls grist to the mill of the 
Soviet Government in its 
efforts to woo Gulf states. 

But it does little to help 
restore the health - let alone 
improve the bottom lira • of 
local UAE banks. 

Robin Allen 


AL BARAKA INVES T M ENT C O M P A NY LI MIT E D 


is proud to announce the formation of its subsidiary 


professionalism, integrity and trust. 


ABICSUN 


The first UK Islamic Finance Hoqse specialising in asset bawd finance, 
development capital and medium ^terrh property in v es tme nt. 


The British Bank of theMiddk East 

■ a ri a BH a atau h* j croup 

Stbraia Intft* iontad Lctaaen Omn O*" WttiAnbeahua Uniwd KEo^tan 

LMdn fc-* f**m IXOm Sum. Lad* WIYBAA.!* OI-WMU 1.7 


Directors to be contacted: David Jennings or Anil Varma at Abicsun Limited. 


ABICSUN umttcd 

5 JOHN STREET LONDON WC1N2ES 
TELEPHONE 01-831 8000 fAX 01-831 3468 TELEX 925944 ABSUN G 
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"WHAT WE have here is really 
a cadi flow problem,” said the 
Jordanian banker, when refer- 
ring to curreat pttssores'on 
Jordan's economy. 

Hie depreciation of the Jor- 
danian dinars by mors than 20 
per cent against the SDRs in 
the past year, reflects these 
pressures. Jortatfs . hnin^w» ^ 
payments position continues to 
be weak, and there is no rea* 


( ARAB BANK1NG 3 ) 

Jordan takes steps to halt slide in value of currency 

Bankers look to Iraq for boost to economy 


lowing King Hussein’s dra> 
malic .announcement on Joly 
31 that he was severing if gyl 
and administrative links with 


son to expect a SS JSSSSS-fi? J 2? 

aroimd in the absence erf new . ^^p^L2S» SWPp 
somtesM foreign dd. ■; ... ... . i_ 


ipturn 
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Among measures adopted by . 
dinar itiiia- yag f, ha* tArr-m i of Jordan 

authorities^toa Si^r S&X jLt tfJSSSi 

S^W-SShS igtoSSfiSKS 

(^capital outfio^S^n cracked down on 

bankers report that cUents , SS^J^SSS'iw^iijSS 
have hopn zZ*7t' ***. »“9 67 licensed 


- The -money-changers were 
expressly tarred from accept- 
ing deposits, extending kens, 
making' transfers, issuing 
cheques abroad, - opening 
accounts overseas and specn- 


have been moving ont of 
dinars for most of this year, 
and the process accelerated fid- 


operators in Jordan, who W 
been acting as' a conduit for 
fund s flowing out of the cotm- 


metals or commodity markets. 
Baqka were also instructed to' 
adhere strictly to regulations, 
MHifflhy the «wnivnri* of money 
per person that could bo trans- 
ferred from the country. ~ - 
These, and other, measures 
had, by early October, slowed 
for. the time being the rate of. 


depreciation- of the dinar, but 
bankers and businessmen 
believe that unless Jordan time 
new sources of foreign aid the 
dinar will almost certainly 
weaken further: Jordan is 
heavily dependent on annual 
subventions from Gulf states. 

Saudi Arabia, under the 
Ba gftdiid Arab League summit’ 
agreement of 1978, has been 
providing Jordan' with JB57m 
in three annually, 

but the Saudi Arabians have 
been the only reli abl e donor. 
Other Gulf states such as 
Kuwait and the United Arab 
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Saudi Cairo bank 


Challenge for new chi ef 


THE new chairman of Saud i; 
Cairo Bank, has a penchant for 
cartoons to Illustrate the 
bank’s troubled past 

“Tin just a manager. I don’t 
do any actual work," says a 
portly type to the wife of a 
colleague in one of Mr Wahib 
Binzagr, portfolio of cartoons. 
“They told me yon always 
come late so 1 left your office 
till last," says a bedraggled 
office cleaner to the wmwap n- 
in another, while both survey 
the mess an desk and floor. By 
contrast the future that the 
new chairman has in store is 
enshrined _ in pithy 'sayings 
such as this Chinese proven): 
“Ten me and ni forget Show 
me and I may remember. 
Involve me and IT1 under- 
stand.” 

Mr Binzagr who has been 
chairman 'since 'July 'I is the 
first to acknowledge he is not 
by training a banker. But Us 
philosophical and somewhat' 
bemused outlook basely, con-, 
ceals a managerial talent 
sharpened by years as the 
prominent member of a higjily 
successful fawifly erffcig com- 
pany which for consistency 
and the quality of its diversi- 
fied assets is one of Jeddah’s 
success stories. 

An economics graduate of 
Durham U niv ersi ty and a for- 
mer mayor of Jeddah, ha also 
remains a director of Btyad 
Bank, the Kingdom’s second 
largest Hfs diplomatic manner 
also conceals some forthright 
criticism on the country’s 
shortcomings which prevent it 
from playing its role as a major 
player in the world economy. . 

Saudi Cairo hw h««t piling 
mess upon mess in its win* 
years existence. Chronic mis- 
management^ which evidently 
lay undetected far -years,- 'as -" 
well as the usual bag of nails 
in among its loan .assets had 


out of money. 

Sand! Cairo’s fosses contin- 
ued .to mount thq q jgb the fire * . 
half of this year. Tt actually 
reported net earnings of 
SRS.Bm and SR8.1m respec- 
tively in eadi of the first two 
quarters, bat these figures 
excluded provisions. Finally 
Mr Binzagr was put in to stop 
the rot. 

(hie of his first moves was to 
appoint one of the Kingdom’s 
proven bankers, Mr Mhhamed 
Daghistany, as general man- 
ager. Mr Daghistany was 
largely responsible for restor- 
ing to tw"™ RaniB investment 
Bank. 

SAIB Is a hotchpotch at tfls- 
.- panrte minority shareholders 
Including Chase Manhattan, 
Saudi Arabia’s National Indus- 
tri flH s atlrm Company, National 

■ ConunorialBank. Riyad Bank, 
the General Organisation for 
Social Insurance, Bank Al-Ja- 
zira, the Industrial Bank of 
Japan, JJBesuy Schroder Warn 
and the Saudi public, which 
together make up what is pos- 
sible a fair t raining ground for 
sorting out Saudi Cairo. - 

For tunate ly for the govern- 
ment a nd fin* Santh-Caira. the 
new chairman and his general 
manager see eye to eye on 
what needs to be done. 

“TlliS is an tna t lla Hnn Hint 
has .all the necessary elements 
for a sound organisation,” Mr 
Binzagr said earlier this 

■ month. - . 

Indeed it ha» the ^capital, a 

new HhamhnMpr s c onmtitaniwit, 

a loyal customer base and a 
decent branch network. 

Mr. w™gr fltMwi pointedly: 
“Now it needs,' management 
teadessbfp and a dear under: 
standing by staff that- unless 
tiidr effoats result ih^ increa&d 
hgtvalnedf alftte-reroetroe s of 
the bank, ftm tiudr pmriHnn Jg- 
not ' secure. . And if this is 


almost brought the bank to its . repeated throughout tbe econ- 


knees more than once. . 
Formerly Banque du Cairo, 


omy then the country will not 
be able .to achieve its social 


jr it became SaudMsed in 1979 in ? and economic aims. 


the traditional 60/40 Saudtfoa> 
eign partner pattern. In the 
first --three years it lost more 
than SR400m (£8%Sm) on gold 
and silver dealings, a lt hmi^i 
the kisses were not confirmed 
in the bank’s accounts until 
last year. 

In June 1987 the bank's capi- 
tal was doubled and at the end 
of last December doubled again 
to SB600m when the state- 
owned Public Investment Bund 
injected SRSOOnl Banque da 
Cairo’s shareholding fe now 
only 20 per cent Local share-; 
holders own the remaining 80 
percent. , 

In -.U85h the bank’s net earn- 
ings were zero and from then 
on. things. got worse. Reported 
losses in 1966 and- 1987 were. 
SR59.7m and SR3&2m respec- 
tively. The only apparent rear 
son its losses were not greater 
last year was that it was 
imahle to make any provisions 
for bad loans - and the reason 
for that as the auditor pointed 
out, was that the bank had run 


The bank, about L200 strong, 
down: from about L50 Q thr ee 
years ago, s still overst af fed 
by t 35-40 per cent, says the 
chairman. But U is not his 
style to fire staff - rather he 
wants to motivate them into 
producing better results 
inspired by an efficient man- 
agement, .thus saving -thrir 
own Jobs in the process. 

The bank had -sufEerod from 
“Balkan! sarion" to use the 
chairman’s term, with no lew 
than SO per cent of its labour 
force considedng itself to be on 
the sente level of management 
and- -being -allowed to do so. 
There was no “second level” at 
ah, only a third levs! of ckxdcal 
staff. What is needed, now, he 
says. Is to ffll the sec on d level 
of divisional and branch man- 
agers and hwffli a discipline 
l ack i ng until now. 

The new r team rod fresh atti- 
tudes are how being put in 
place. One of the first senior 
managers to be b r ought in, as 
assistant general manager of 


W 0 ULDN 7 YOU UKE TO? 

o SEE THE LATEST ANALYSIS AND Cl RATING OF A BANK, 
BEFORE LINE RBEWHL 

O IDENTIFY THE IDEAL BANKING PARTNER IN A COUNTRY 
NEW TO YOU 

o KNOW WHICH BANKS HAVE EXPOSURE ffil^ WWCH 
MARKET SffiTORS 

o RND CWT WWCH BANKS HAVE KNOWLEDGE OF 
PARTICULAR TYPES OF BUSINESS 


- WITHOUT LEAVING THE OFFICE? 

YOU COULD... 

CAPITAL INTELLIGENCE IS GOING 'ON-LINE” 

BUT FIRST WE ARE DOING A (MCE MONTH TttM WITH 
SO MIDDLE EAST BANK REPORTS FOR YOU TO ACCESS. 

WHY NOT THY TT... FRffi 

WE WEED Y08R COMMENTS SO WE CAN TAILOR 
....... THE SYSTEM TP YOUR NEEDS 

CALL, TELEX OR FAX FOR DETAILS 

Kenneth B. Freeman 
CAPHAL INTELLIGENCE 

P.O. BOX 3586. ... 

fTUTOL Limassol, Cyprus 

^inihjjghce Tetophon e; (051)68700/88309 
Telex: 3379 CAPfNTL CY. 

Telefax: WS1) 51 516 



the international division is 
Andre Van Hove, a Belgian for- 
merly with Riyad Bank. 

It may take 10 years to pull 
the bank round," Mr Binzagr 
said. “Six maybe five would be 
a bonus.” 

Training at divisional and 
branch levels has been intensi- 
fied to im prove reMdfo man- 
agement performance meetings 
are now held regularly and fre- 
quently between these two lev- 
els as well as between Mr 
Daghistany and his di visional 
managers and possibly most 


important the new chairman 
meets every day at the begin- 
ning of the day with Ms gen- 
eral manager. 

While 10 years or six or even 
five seem a long time, Mr Bto- 
zagrls not so much concerned 
with sp ecific deadlines as to 
instill confidence in staff mid 
customers that the bank has at 
last leadership worthy of the 
name and a sense of purpose. 
But for the trader turned 
banker it is a tough assign- 
ment* 

Robin Allen 


Emirates have urovlded assis- 
tance either in cash or In kind 
(oil) on an Irregular basis. 

A worry for Jordan is that 
the Baghdad agreement 
expires m the end of tide year, 
and while Sand! Arabia is 
expected to conthms with its 
assistance, the absence of a for- 
mal arrangement' could prove 
sticky. If oil prices continue to 
be soft then Jordan’s chances 
of getting additional aid from 
the Gulf would not be good. 

Jordan's foreign currency 
reserves stood , at $5&8mn in 
July, according to the latest 
International Monetary Fund 
figures; This compared wife a 
low of *l8.7mn in June. Jor- 
dan’s reserves have steadily 
diminished in the past several 
years to the point today where 
they are barely sufficient to 
cover one week's imports. 

Dr Maher Shukri, deputy 
governor of the CBJ, said that 
Jordan was going through 
some difficulties, but at the 
mtim time he huttted ewrf the 
country’s financial problems 
were being exaggerated. He 
said the 6-7 per cent differen- 
tial between the Central Bank 
rate for the dinar axainst for- 
eign currencies and that 
offered by the money-changers 
was significantly less than the 
gap that prevailed in the 1970s. 

Dr Shukri believes that once 
Jordanians have re-assessed 
the situation and overcome 
their nervousness about recent 





New bank oW cm in Jordan** capital Amman 


political developments, “most 
of the the money that flowed 
out win come back. - Foreign 
and local bankers are not so 
sanguine. Most believe that it 
will take some time before 
fends are repatriated, this 
will not happen in the absence 
of clear evidence of an upturn 
in Jordan’s economy. 

An additional worry for Jor- 
dan at present is the evidence 
of a drop in workers’ remit- 
tances coining into the country 
from some 330,000 Jordanian 


abroad, ’ Tr < na * of tn 
Gulf. After a strong inflow in 
the early part of the year - 
the first quarter was' up 33 per 
cent on the corresponding 
period in 1987 - the volume 
has dropped back, especially 
following King Hussein’s July 
SI announceme nt. 

Jordan’s commercial banks 
have returned mired results in 
the past year. Established 
banks such as Arab Bank, 
which >»»s 27 per cent of the 
Jordanian market, have per- 


formed creditably in a testing 
environment Several of the 
smaller banks have encoun- 
tered ritfftaiMes, due to con- 
tinuing problems with had 
debts, mostly in the depressed 
construction and transport sec- 
tors. 

In 1987, the Jordan-based 
Arab Bank returned net profits 
of $8&9m» or an increase of 7A 
per cent over the previous 
year. Total assets increased 6.7 
per emit to Sl3£bn. About 17 
par cent of Arab hanks’ bat 
ance sheet derives from Its 
activities in Jordan, 40 per cent 
in Europe and 30 per cent in 
the Gul£ 

II there is a trend in the 
highly .competitive, and some 
would say overhanked, Jorda- 
nian market, it is towards try- 
ing to attract business from 
small to medium-sized entre- 
preneurs. All hawirR have suf- 
fered Kiwahlp lOSSflfl from thoir 
involvement with bigger opera- 
tors, -mainly in the construc- 
tion sector. 

Moat bankers, like other 
businessmen in Jordan, are 
looking to Iraq to help provide 
a critically-needed boost for 
fee Jordanian economy. This 
will depend to an extent on the 
oil price firming and Iraq’s 
reconstruction phase begin- 
ning in earnest A firmer oil 
price would also alleviate Jor- 
danian worries about being 
repaid the approximately 
$540mn, owed by Iraq. 

Dr Shukri indicated that Iraq 
was now paying money owed 
in bigger instalments as a s ign 
of good faith. Jordanian bank- 
ers and businessmen hope it 
continues that way. 

Tony Walkor 



our name apart 
could mean 



for you 


If you’re looking for an investment 
partner or advisor, either in Kuwa it or 
internationally, look towards KFTCIQ 

We can promiseyou a diverse 
capability. Versatility is one of our 
strengths. 

_ We are as active in the international 
capital markets as we are in portfolio 
management for private and institutional 
clients . , . 

- . . as active hi treasuiy and foreign exchange 
operations as in finding enterprises ranging from 
hotels to agricidteralprcgectSy mines and real estate 



*7 companies, building materials and banks. 

Through our direct investment 
. activities, we play an important role in 
supporting economic projects in many 
. countries and aim to continue doing so. 

Above all, our main interest lies in the 
possibilities which growth opportunities 
offer and which demand a creative approach 
to finance and investment 

Kuwait Foreign Trading 
Contracting & Investment Co. (SAJL) 

P.O. Box 5665 Safat, Kuwait 
Telephone: 2449031 Telex: 22021 


KFTCIC 

A creative approach to finance 
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ARLABANK INTERNATIONAL E.C 


AND 


HERMES MACEDO GROUP 


Are very pleased to announce their joint 
venture in a new investment bank in Brazil: 

Banco H.M . de Investimento SA 
Associated with Arlabank International 


Arlabank International E.C. 

Are pleased to announce that the geographical 
scope of their London office has been 
broadened to include Continental Europe 

Mr. Charles Burkin will continue as Senior Representative 
in the newly-styled European Representative Office, 
which has been augmented by the appointment 
of Mr. George Andrews as Representative. 


THE MAJOR banking 
innovation in Kuwait daring 
the last 12 months has been 
the Central Bank's issue of 
Treasury Bills and Bonds. 

The purpose of the issue, aid 
of similar sate of g overn ment 
securities in other Arabian 
peninsula states, has been to 
raise money for government 
expenditure. This is a purpose 
which one would take for 
granted anywhere else in the 
w or ld , tat which in the Guff 
and Saadi Arabia is a novelty. 

The Kuwait issue began last 
November and by the end: of 
the MB7/88 financial year, in 
June, the amount had run 
almost to the Central Bank's 
announced nmi» of JCDl.4bn 
<$4.5bn). The treasury bills, 
which have 91-day luatnritma , 
pay between 3.7 and 525 per 
cent and the bonds, which 
range from l to 7 years, a 5 to ’ 
7.5 per cent 

Any person or institution, 
resident or non-resident, can 
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T reasury Bills and Bonds are Issued 


boy tic instnanents, but it is 
es tima t ed tint so fax 90 per 
eem of tie issues have stayed 
with tig banks and investment 


Tbe Central Sank has said 
not hi ng so tar abcnxtTz&stofE its 
KBLfim. but if it is obliged to 
make further issues and the 
iustifod u n s begin ariBqg them 
because they find they are 

hniftWng 1 UK®? tham f t HB tf r h for 

their surplus Bqnifiiy. a genu- 
ine money bri ght haghi 

redevelop. 

in otter respects the last 
year has been vaemnSBal for 
the Kuwaiti, banks. The debt 
settSan ea t programme, which 
the Gcw aanuad : -hrtnaluc ed in 
September 1986 to cure the eco- 


nomic antT banking paralysis 

starindn g from the stock ma r- 
feet crash of 1982, is now nearly 

complete. • ■ 

As part of The settlement, 
programme the Central Ba nk 

Hac - pTarwT amnnnts 

of between KDSOOm 'anld 
KD608m with all the banks, 
except the National Bask of 
Kuwait fis purpose has been 
to prevent the bank’s provi- 
sions Anting into their capital 
and published reserves. 

Thanks to this help all tbe 
basks paid dividends to their 
shareholders at tbe end of last- 
year, bat only NBK has had 
the funds to expand its 


r-pniWwg opportunities at 


home have remained small for 
all the banks. For the last 
three years the Government 
has been hoRBng tts spending 
at about KB3bn (SlObn). 

Now that the Guff War has 
finished the business climate Is 
much more opttudsti«^''dnd"in 
one or two business sectors 
there have been surges in 
activity caused by lraq i mer - 
chants 1 buying. Once recon- 
struction starts in Iran and 
Iraq it is assumed that Kuwaiti 
companies will benefit to th e 
tune of an extra $lbn of trade, 
but it is accepted that it will be 
many months before this busi- 
ness materialises. 

IHchaei noM 



THE THREE Maghreb 
countries are currently in the 
throes of major economic 
reforms which have been 
brought about by the decline 
in foreign income they have 
suffered over the past five 
years and the need to re in in 
the growing deficit of the state 
sector. 

One of the three, Morocco, 
which had suffered negative 
capital Cows both in 1986 and 
1587, had to reschedule its for- 
eign debt as early as 1983. Both 
Morocco and Tunisia have 
resorted to borrowing from tbe 
International Monetary Fund. 

Although Algeria, the largest 
of the three, has so far avoided 
an IMF programme, let alone 
rescheduling, it has launched 
reforms which are not dissimi- 
lar to those urged upon the 
other two by the Fund. Auster- 
ity is biting hard, despite tbe 
very orthodox manner in 
which it has managed its for- 
eign debt, and the fact that this 
year it has been able to raise 
about $&8bn abroad, the equiv- 
alent to its principal debt 
repayments. The recent riots In 
Algiers bear ample witness to 
tbe growing unemployment - 
and decline in purchasing 
power. 

All three countries are mean- 
while trying to reduce the 


Algeria, Morocco ana T umsia > 

A time of reform 


dams made by the state or 
state companies on domestic 
capital resources- and inject a 
measure of liberalism" into 
their respective banking 
sy&ems. Tunisia is, in many 
respects, more advanced than 
tbe otter two. A real money 
•market was i nitiated last Jann- 
a ry wh ich h as pot d eposi t 
instrum e n ts of varying maturi- 
ties at tbe disposal of banks 
and private companies. 

One major reform confront- 
ing the Tunisian antiwi nte is 
that of tbe banking system 
where two many hanks vie for 
too little business and where 

the r ationale tehVnri d iffe r e n t 

kinds erf banks, notably the 
development* has become very 
cou&tsed indeed. 

Tunisian irfn mw may suc- 
ceed because they are led by a 
man of high integrity and con- 
siderable staying power, Mr 
Ismail KheifL who is governor’ 
of the Central Bank. 

Measures aimed at Hberahs- 
ingexports, and allowing those 
who e xpo rt to keep some of the 


baid currency they earn, have 
also been welcomed. However,, 
the government's vary real 
success in cutting back the 
budget deficit, while being 
ahead of IMF suggested tax- _ 
gets, is haying a serious effect 
on jobs. Ttmlsia has managed 
its foreign debt with great pru- 
dence^ and. better rainfall this 
winter than last and « farth er 
growth in tourist receipts 
should give the authorities 
same-room to-espand tteecon-. 
omy to 1989. • 

Neighbouring AIg»rta,fbr its; 
part, is caught between a' 
dedining oil price (hydrocar- 
bons account for knofte than 95 
per cent of export earnings) - 
and the fact that low produc- 
tivity, mediocre-quality and an 
artificially strong currency 
making the ex po rts of manu- 
factured goods virtually impos- 
sible. 

Although attempts have 
been made to liberalise bank- 
ing in Algeria (the dwiginn to 
allow Algerian residents to 
hold foreign currency accounts 


is a pota bte fgamqd ^ openi ng 
up m 1 «i - r emains an extremely 
rigid and bureaucratic system 
is proving a difficult task. 

Having seen theta country's 
foreign income decline by half 
since. 1965 to an estimated 
$&2tm this year, Algerian lead- 
ers have little room for 
manoeuvre yet ttear yery con- 


meat and their ability to push 
through unpopular refo r ms 
have earned them respect 
abroad., 

Morocco is -coming to .grip* 
with large stale deficits, but 
King Hassas is a cautious 
player, unwilling to unwind 
the network of loyalties which 
Trfnri all wriUcnn am fanflfea to 
the Alaonl' dynasty. Despite 
these constraints, measures 
have been taken to reduce the 
budget deficit and allow prices 
to reflect, more accurately 
than hitherto, the real cost of 
food and certain services. 

Francis GhUte 
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QUALITY SERVICE 

and Advanced banking 

FROM KUWAIT'S OLDEST BANK 

BKME started domgbusiness in Kuwait almost half a cen- 
tury ago. In these days the banks assets were locked in a zoom 
with iron bars ovct wooden doors. 

Today, BKME is one of Kuwait's most modem hanking in- 
stitutions, with c o mp l etely computerised operations and highly 
trained staff- serving its clients with a technical competence 
common m advanced' countries. 

By keeping abreast of the latest developments in today's 
banking world without losing sight of its traditions, it is no sur- 
prise that BKME has shown impressive financial achievements 
whilst delivering quality service to its clients. 


arlabank INTERNATIONAL E.C. 

Head Office:Manama Centre, Government Road, 

P.O. Box 5070, Manama, State of Bahrain. 

Tel: General 232124 Dealing: 232118. Telex: 9345 ARLABK. 

EUROPEAN REPRESENTATIVE OFFICE: 

Morgan House, (15th Floor), 1, Angel Court, London EC2R 7HJ. 
Tel: 726 6381 Telex: 881 1415 ARLABK. 





THE BANK OF KUWAIT &.THEMDDLE.EAST KSC 


HEADOfflCE-DARWAZAT AC AflDUL-RAZZAt- RO. BOX 71. iMlSAfAT. KUWAIT 
PHONE: varm - TULEX: 22D45 TEUriWb 2461430 CABtE.‘ BAKUWArT. 

COMM. REG. NO«9 - CAPITAL ISSUED AND FULLY PAQ3K.D. 4X30J1U* AS ONJl DECEMBER WB7. 
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The Kuwait Investment Office 

Working in the spotlight 


FOR THE men mans sing 
Kuwait’s huge foreign Invest- 
rag fla. -the post year has beat 
the^mpst tmnnfoiotis in the 

three decades ahw> the state 


for thefoturs. 

The Kuwait- Investment 
Office has been in the dare of 
fa* never before, 

on the Spanish stock 1 . 

More seriously, it has been 
embroiled In a damaging pritti . 
cal controversy, both ait home 
and abroad, over the trig stake 
It built up in RritalnVlaigBiA 
company, British Fatrotemw. 

After a tow between KJO and 
the British Government, the 
Kuwaiti stake in BP was 
referred to BrttataV Monopo- 
lies «im Mergers Commissbm. . 
Earlier thfa month,- the m mc 
ordered a reduction in the 
holding from 2L7 per cent to 
less than 20 per cent, provok- 
ing an angiy reaction man the 
Kuwaitis. -•*, 

The affair has thrown the 
spotlight on the way Kuwait 
conducts. its investments, a n d 
on the co ntrast between its pol- 
icy and that of ether wealthy 
Gulf shaffna 

hat theory, it is normally cen- 
tral banks that are charged 
with managing states* 
reserves. This is not always 
true or clear in the oil-rich 
countries uf the Gulf; where 
reserves far exceed the amount 
needed to cover their curren- 
cies, and even predate the exis- 
tence of their central batiks. 

In the case of Kuwait's 
investment office, now one of 
the world’s largest investors, it 
predated not only the evolu- 
tion of an independent central 
bank or a s e pa r a t a department 
or Ministry of Finance, but of 

the gtatt f fy* fwite[iniiA»niw 

According to critical 
Kuwaitis, -it started- in 1853, 
with British pressure oh 
Kuwait’s then-ruler. Sheikh 
Abdallah al-Salem, to deposit 
£18m, part of Kuwait’s surplus 
of oil revenues, hi his mum, 
for investment purposes in an 
account with the Bank of 
England. - 
“Encouragement is a better 
ward/’ says an expert dose to 
the Bank of England. “As I 
remember it, what was said to 
the Kuwaitis, then, was that 
since the rise or their oil 
reso u rces and future off oQ 
prices were unknown, why not 
put aside a percentage of their - 
income as a reserve? ft proved 
to be of immense benefit, 1 *: 

Another British expert con- 
ceded, how e ve r , that “it may 
have bejm, in the early stages, - 
a dieap trey off getting qfi.for 
paper—Treasury MBs, etc.” 

Things changed very 
quickly, however. Kts&'f&tST " 
later, the Kuwaitis started 
employing the best money 
managers in the City of Lon- 
don and established the Investr 

ment Board, in Kuwa it, to 
institutionalise file investment 
policy. 

After Kuwaiti independence 


in 1961, a new department in 
the then-joint Ministry for 
Finance asd OU was estab- 
lished to manage Kuwait's 
Investments abroad. The 
department was headed by 
KbaJed Abu Al-SaxuL a Shrewd 
Eriesthnan - behaved fo be the; 
erne who Shaped the present 
Item of the £10 - and baa 
remained one off- the 
supporters of -its autonomy 
during the many storms it has 
experienced inside Kuwait 

. Kuwait has had two separate 
reserve accounts since 1976. 
Both include invest m ents 

■ abr oa d . 

■ Ttu first is a state general 
reserve fond, estimated to be 
worth KDflbtt (£18bn) andcoo- 
risting mainly (^ investments 
fo ri d ff Kuwait 

fin Government's stake In 
other investment companies, 
Hke Kuwait foreign Trading. 
Contracting and Investment 
Company (KFTCXC) . apd 
Kuwait Investment Company 
<810. 

. The other. file Reserve Fund 
for Future Generations, is also 
. unique. After the oil price 
Increases of 1973, flje presenf 
ruler of Kuwait, SheikhJabar 
Al- Ahmed, at that time the 
Crown Prince and Prime Ifinis- 
ter, initiated an act off law, 
which the Cabinet passed in 
1976, to estahhah a new reserve 
fund. 

The second article off theAct 
stipulated that, as an alterna- 
tive to revenues from afi, the 
main and deptetahle source off 
file country’s .Income, a new 
account would be opened, 
starting with GO per cant off the 
state's existing reserves, to 
which 10 percent of the state’s 
ofl revenues yearly la added. 
Nothing can be spent from, 
those funds or the income they 
a n m at B untfl the -roar 2001. 

What fids fond is worth Is 
not known, and subject to 
dispute, it is estimated 
tywg h at about EDlfin. Mn# 
of it la m a na g ed from London 
by the Kuwait Investment 
riffle 

830'-* - success, compared 
with other Gulf investment 

ftmria |s p rimarily dim to the . 

heavy .weight of equity in its 
asset mix, according to Hfkmat 
A UJarfmalrfM i- h n l riwa n aftiw 

Arab Bankers’ Association in. 

TimAm.' 

He saM: “They (HO) lad the 
prudence to be in the equity 
market when they did. Five 
years of bull markets, those 
tremendous rallies In the 
world's share prices, have 
helped boost the office perfor- 
mance."*'" " 

r\ BetWeeh 1977-82. KlOdoffc 
bled its" disclosable "stake In 
Bmi£h "ttM3Qp3nIfiS (5 par cetttr 
or more), anft ro ft entered the 
1980b, equity ft said to have 
made him of its portfolio. 

At first, most off the buying 
was in shares of financial com- 
panies.Now itsequity portfolio 
also inriudea large holdings in 
food, paper and chemicals, as 


weH as other boldlngB in the 
industrial sector off the market. 

The Sandls,ta contrast, took 
a rigid position in investing 


mated now- to be between 
jTOtm to *8®n, compared with 
an estimated *143bnln 198L 
The asset mix of the Saudi Ara- 
bian Monetary Agency, SAMA, 
has consisted mainly of fixed 
income instruments. Treasury 
bills, and time deposits la 
prime 

.Equities have not weighed 
heavily in their Investment 
portfolio. “The Saudi policy 
has been concerned mainly 
with the liquidity factor,” 
mpfaha Al-NashashfoL “It ft 
income and liquidity-oriented 
geared at meeting budgetary 
needs; to be cashable without 
appreciable loss,” he added. 

Another difference, as a Golf 
economist sees it, is that 
“botfahig much Is known con- 
cerning deposits -or withdraw- 
aft of tbe Saudi funds. Thane ft 
ne-acexmntriritty whatsoever,” 
be said. ' 

The Abu Dhabi In v est ment 
Authority, which was helped 
by Kuwaiti expertise in its Dar- 


by Kuwaiti expertise in its for- 
mative stages, has sizeable 
investments in equity and qna- 
stequttfes, according to bank- 
as in London. But, ""Him Qw 
Kuwaiti model, it 'ft heavily 
influenced by pofltteal rather 
than economic decisions. For 
example, funds have been 
directed towards Pakistan or 
Morocco for investment 
because of cOoee political ties 
with the two countries, 
explained an Arab banker. Abu 
Dhabi Investment Authority 
funds are a«Hiiw**t bv J»««hw 
Al-Sadoun of Al-ShrilSo- 
nomic Consultancy in Kuwait, 
to be worth 6191m. compared 
with <22hn in the early 1860 b. 

Qatar has also an Invest- 
ment office In London, with 
about gSbn of investment 
funds, compared with an esti- 
mated <8bn seven years ago. 

AXL those fondshave, in the- 
ory, a ftrryd a mw n tnl difference 
with the Kuwaitis. They can be 
drawn down to meet current 


At the early days, when 
Kuwait was part of the sterling 
area, most of KEO’s invest- 
ments were lu strafing. Then it 
shifted to dollare the currency 
of oft Today, KIO’s investment 
portfolio ft reread mosfiy in 
the DS, Canada, Jhpan, the UK, 
Spain and West Germany. 

From the" be ginning , B30 
chose to main tarn A secretive 
and low profile, even within 
Kuwait' a sees itself as a pas- 
sive manager of an equity port- 
folio: that is, wbfleft trfes Jiofc 
to go against KhwatTs Arab 
and Moslem traditions, it ft 
rarely motivated" by "anything 
Init economic profitability. 

But such huge amounts off 
money cannot be passive. Pub- 
licity came with the sizeable 
rinmka ft bought in big compa- 
nies, and more publicity with 
the recent series of takeover 
moves in Spain. In response to 


tim* puhHdty, as a rule KXO 
has remained siftnt and secre- 
tive. • 

SUbpidana of the KK> grew, 
both at home and abroad. Had 
■ the investment office learned 
iniwh from giant oil co m p ani es 
who endlessly lobby govern- 
ments in countries where they 
operate, it would bare seen the 
need for a more cornrmmity- 
oriented campaign of self-pro- 
motion. 

Long before the much-pnhfi- 
dsed involvement in the BP 
share Issue, the dosed Shop of 
the KK) caused much concern 
within Kuwait. An attempt to 
remedy this was the creation 
of Kuwait Investment Author- 
ity (KZA) in 1982. Us nine board 
members are supposed to over- 
see all Investment activities of 
the country. With the Finance 
Minister as its rhalrmnn, the 
Oil Minister as Its deputy 
chairman, and the Central 
Batik Governor as a member at 
its board, there has been an 
escalating power straggle 
humwd the scenes to gain ulti- 
mate authority over the huge 
investment institution. 

Yet, in spite of the evolution 
of the separate ministries of 
Finance; OIL independent 
Central Bank, and the KIA, the 
KXO wiawag a d to remain. In 
practice, outside the authority 
of dll of them. 

Only after three years of 
straggle did two off the KIA 
board members succeed in 
making Kuwait Petrofeum Cor- 
poration buy Santa Fe, the US 
oil engineering concern, from 
the KIO. They opposed the 
very idea that the 1982 KIO 
purchase of the American oil 
company, which cost SSLSbn, 
should be considered part of 
the reserve fond for future gen- 
erations. “The role of who does 
what remains nndeflned ifflL 
Anri Him Hwbb of demarcation 
are not that stroftht yet,” said 
Al-NashasbXbL "That ft a tone- . 
tion of KIO’s longevity, perfor- 
mance nil expertise.” 

The public embarrassment 
over the BP issue will defi- 
nitely add a new dimension to 
those lines of demarcation, 
many in Kuwait believe. How- 
ever, no one expects any radi- 
cal shift of power among the 
major players in the KIO. 

the BP ruling has given a 
strong boost inside Kuwait to 
those voices warning against 
concentrating investments in 
the West on the grounds that 
they are muarite, and arguing 
that the state's investments 
should be geared towards a 
longterm development policy. 

"Kuwait is a state, not a 
company , a Third .World coun- 
try»_a developing country. Thp_ 
bulk of its wealth should be 

TTOm»g p<T in' qt-f-h rrl n TW^ft wtt'h a 

c o mprehensive economic pol- 
icy based on many other fac- 
tors besides profitability, not 
by clever fund managers,” said 
a Kuwait university professor 
and expert on the KIO. • 

Robert Bite 


Egypt surprised by growth of Islamic investment houses 


Sector 



THESE ARE not fbe beat of 
times for Egypt's fi nan ci al sec- 
tor. & ft burdened by continu- 
ing uncertainty oyer govern- 
ment efforts to regulate Mamie, 
i nv estment houses whose spec- . 
tacnlar growth in the past 
three years has taken the 
authorities by surprise. . 

G ov e rn ment move s in May 
to .dampen the. activities of 
these large flro nM companies, 
known in Arabic as skarikat 
tmaztf til anaoal literally com- 
panies for the util isa tion of 
funds, created so me t h i ng of a 
Hnfam in the financial sector. 

Bankers report that business 
was depressed in the June-Sep- 
famhar period while the mar- 


ket, took stock of the struggle 
between the -authorities and 
the giant Islamic sector. 

“Things were really unset- 
tled/V^aw the. bead of a large 
foreign bank. "The ■ Islamic. ■ 

issue created uncertainty and 
cautiousness in the mark et, 
but by the end at August 
things were starting to pick 

up.” 

Islamic companies were 
obliged by Egypt’s Capital Mar- 
kets Authority (CMA) to sus- 
pend trading while a thorough 
investigation of their activities 
was conducted. That process 
continues as government-ap- 
pointed auditors try to make 
sense off the records of finan- 


cial institutions that grew very 
quickly in a topsy turvy fash- 
ion, and whose principals had 
little or no experience of ran- 


The government has set a 
notional fafflia off November 
for these institutions to declare, 
whether they are aMe to com- 
ply with new regulations that 
Impose similar controls over 
their activities as those apply- 
ing to the banks. 

. Auditors are reportedly fee- 
ing an almost famnwiiite tesk 
unravelling the financial 
affairs of the Mmnfe compa- 
nies from the incomplete 
records available. 

So far, the Mamte funds, 


who pay “dividends” on depos- 
its, rather than interest, under 
profit and loss agreements 
with thplr rfiwita, in line with 
the -religious ban on usury, 
have indicate d they plan to 
comply with the new regula- 
tions which require them to 
submit themselves to stringent 
monitoring procedures. 

Privately, however, princi- 
pals of these institutions say 
they will find it difficult to cortr 
thniy* operating under restric- 
tions envisaged by the authori- 
ties. 

Meanwhile, several hundred 
thousands depositors have 
Iimi mMhla to withdraw their 
Continued flat Page 6 
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Gulf Investment Corporation was established by the six GCC 
states in 1984 to contribute to regional growth and development 
by creating and assisting opportunities for profitable investment. 

An essential ingredient for success is stimulating the private 
sector in expanding the Gulfs manufecturing, agricultural and 
service industries. We fulfill our objectives by initiating sound and 
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services. 
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Based on the experience gained daring 24 years of banking 
experience^ the Arab African In ternation al Bank Group 
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Bahrain suffers along with rest of Gulf region 


Adjusting to post-boom life 


A DISPUTE which surfaced 
last summer between two Brit- 
ish-owned and British-run for- 
eign banks over debts out- 
standing for members of 
Bahrain's ruling family 
unfairly highlighted the rather 
forlorn state into which Bah* 
rain's banking community has 
now fallen. For one thing, it is 
not only in Bahrain that West- 
ern banks' existing staffs are 
having to tidy up their banks’ 
troublesome loan portfolios 
caused by over-zealous and 
now-departed loan officers. 

More to the point is that this 
dispute, and other similar 
cases elsewhere in the Golf, 
are red herrings to the funda- 
mental problem facing Gulf 
governments and financial 
institutions alike - that is 
bow to adjust internally to the 
end of the boom that goes back 
almost five years. 

It is hardly the fault of the 
Government in Bahrain that it 
was not more prescient than 
the hanks themselves in fore- 
casting the extent of the 
decline of Gulf economies. And 
it will take something more 
positive than public grumbling 
from both the Government and 
financial institutions to put in 
place mechanisms which will 
enable Bahrain and Gulf coun- 
tries to be self-sustaining 
financial and industrial com- 
munities. Well-defined and 
enforceable accounting proce- 
dures, bankruptcy laws, the 
establishment of Gulf capital 
markets, would be just a few of 
these mechanisms. 

Too much has been said by 
officials and private sector 


businessmen alike about the 
need for all nf these, but noth- 
ing lifcp enough hag actually 
been done. It win be a long 
time before the mechanisms 
are hi place and the necessary 
experience in government has 
evolved. Until then, Bahrain 
and other Gulf governments - 
and therefore their respective 
banking communities - will 
remain lop-sidedly dependent 
on oil revenues for their pros- 
perity, or lack of it. This, in 
turn, that thwiT future is 
at the mercy of outside events 
over which they have no con- 
trol. 

Bahrain’s banking commu- 
nity thrived on the back of an 
astute and welcoming govern- 
ment in the mid 1970s, which 
was responding to the huge oil 
revenues and the consequently 
heavy expenditure by Gulf gov* 
ernments. But now - as 
Charles Maxwell, senior energy 
strategist at the New York bro- 
kers, C.JXawrence Morgan 
Grenfell, put it earlier this 
month - it is not OPEC or 
regional gulf governments 
which control oil prices: 
rather, these are dictated by "a 
slow world economy: competi- 
tion from gas, coal, nuclear 
and other energy resources; oil 
production in non-OPEC coun- 
tries; and energy conservation 
as well as OPEC's own dis- 
unity. 1 * In other words, what 
the market, not what OPEC 
dictates. 

As a Gover nm ent, Bahrain 
depends overwhelmingly on off 
and gas revenues and a cash 
subsidy from Saudi Arabia for 
its annual revenue. Its neigh- 


bours all depend on oil and gas 
revenues as welL 

So Bahrain’s hmWtg com- 
munity has suffered in propor- 
tion to the regional slowdown. 

Even so, Bahrain still plays 
host to over 90 offshore banks, 
both locally and foreign incor- 
porated, and nearly as many 
representative offices. Most of 
die former are simply waiting 
for better days; a few are wash- 
ing their linen in public; com- 
plaining of perceived injus- 
tices; very, very few have 
demonstrated the essential 
combination of a solid capital 
base, quality management, and 
a well-defined sense of purpose. 

Arabian Investment Banking 
Corporation (Inveatcorp), 
which recently took a key 
stake in Gucci, the Italian lux- 
ury leather and fashion house. 
Is one of these very few. The 
investment bank managed 
to increase profits every year 
since it was founded in 1982. 
The Japanese banks and 
investment houses - Daiwa, 
Naraura (which returned 30 per 
cent on shareholders’ equity 
last year). Nlkko. Okasam, 
Sumitomo, Yamaichi - are 
also among the exceptions, 
having identified Bahrain as 
the best place from which to 
finance Japanese growth from 
Arab capital exporters and, 
when the day cooks, to finance 
Japan’s participation in Ira- 
nian and Iraqi reconstruction 
programmes. 

Too many other banks are 
still belatedly coming to terms 
with a lower level of business 
than was ever conceived in the 
boom years. 


Arab Banking Corporation 
— of the island's giant off- 
shore institutions described by 
its president and chief execu- 
tive, Mr Abdulla Saudi, as an 
Arab bank to the world - 
burnt its fingers in Latin 
American debt It then turned 
to "securitisation", a now dis- 
credited buzz-word encompass- 
ing such varied activities as 
equity financing; advisory and 
brokerage services, fund man- 
agement, arbitrating, and note 
issuance facilities. 

Last October's crash put 
paid to that strategy and rise 
is reportedly returnin g to 
what Mr Saudi has called "tra- 
ditional relationships and a 
return to loans”, ha the mean- 
time, though, it recorded a zero 
profit last year, and used 
shareholders’ equity to boost 
provisions. Tins led to its rat- 
ing being downgraded last 
June from “A” to “A-(+>" by 
Capital Intelligence, the 
Cyprus-based bank monitoring 
service. Several other offshore 


banks - Gulf Riyad Bank, 
Kuwait Asia Bank. United Gulf 

Want among fhwm — last year 

hyped provisions and/or 
recorded losses. 


The five local banks - A1 
Ahli Commercial Rank, Bah- 
rarin-Sautii Bank. Bank of Bah- 
rain and Kuwait. Grindlays 
Bahrain Bank, and National 
Bank of Bahrain - all 
recorded a decline in return os 
assets last year. This year is 
hardly likely to see a substan- 
tial Improvement. 


Robin Alton 


WHEN THE guns fell silent 
along the Gulf warfiro&t last 
August, it was not just the 
war-weary people of Iran and 
Iraq who thought they had 
cause for celebration. 

For bankers throughout the 
region and elsewhere, too, the 
ceasefire appeared to hold out 
the prospect of a new era after 
eight years of increasingly dif- 
ficult business conditions in 
the Gulfs two most powerful 
countries. Freed from the fight- 
ing, so the argument went, 
Iran and Iraq would be aide to 
concentrate on setting their 
wrecked epfiramtefl to rights. 

I Moreover, the inevitable flow 
of reconstruction co n tr a c ts and 
new projects might open up 
fresh opportunities in both 
countries for foreign banks. 

The reality is proving to be 
somewhat different. Although 
businessmen ««i bankers have 
flocked to both Tehran and 
since the truce took 
Iraki, they and Western export 
credit agencies are taking cau- 
tion as their w at c h word, and 
with good reason. 

For o he thing, the political 
outlook remains deeply uncer- 
tain- For another, although 
both Iran and Iraq have tre- 
mendous potential, the imme- 
diate economic and financial 
pro sp ects are scarcely encour- 
aging in either. 

Of the two. Iran is arguably 
in a stronger position ars-e-ris 
would-be foreign lenders. In 
the eariy years of the Mmfc 
revolution, the regime took 
pride in paying off the large 
debts accumulated by the 
Shah, and for much of the time 
since then its payments record 
has been regarded by Western 
bankers as exemplary. 

However, its s tatus as a good 
potential credit risk has begun 
to suffer of lata; earlier this 
year p aym e nts slipped. Iranian 
importers were asking for 


IRAN AND IRAQ 


Outlook sti 


much mane extend e d paym ent 
terns , «nd short-term 

trade debts of anything up to 
S6bn a cc r a n fl. Altho ugh bank- 
ers report some subsequent 

T wm tc " continu- 
ing to s u gar from the acute 
shortage of foreign exchange 
which helped to bring its war 
effort to tig point of colla p se 
aariier this year. 

To embark on any major 
new contracts, Iran would thus 
almost certainly have to resort 
to foreign honoring . But on 
this score; bankers paint to a 
host of significant uncertain- 
ties. The Government is by its 

nmi w i n h v i H lgd in an 

ammai'aiuB debate about pri- 
orities for its reconstruction 
effort, and the scale of Western 
involvement therein. 

After eight years of war and 
nearly 1U years of institutional 
instability, it is debatable 
whether Iran is ready for such 
an opening to the outside 
worid. There atoo appears to be 
reluct ance fa some quarters to 
cuuHtoajfflace major foreign bor- 
zovfag oh refigfous grounds. 

Iraq has its own foreign 
exchange c on straints, but is 

more pwn H om y w t w- <h11 thanks 

to the huge fo reign de bts it 
built ip during the war years. 
The Baghdad regime is eager 
to proceed with a plethora of 
port-war prefects, but to move 
ahead it needs new credit. 
Although there are already 
signs of heavy competitive 
interest in Iraq among banks, 
it is not dear that many West- 
on governments will be fafflug 
over thBusetros to guarantee 
new loans in the required 







Continued from Page 3 
funds, although "dividends” 
continue to be paid in some 
cases. 

Precise figures are unavail- 
able as to the number of 
investment companies likely to 
be affected by the new regula- 
tions. There are four big play- 
ers - al Ray an. al Sharif, al 
Saad. al Hoda Misr - who may 
have 600,000 depositors. 

Estimates of deposits range 
up to J2bn (£L2bnX The gov- 
ernment is handling the issue 
carefully because of the con- 
cern that the collapse of one of 
these institutions might trigger 
a run on all (shaking Egypt's 
financial system to its founda- 
tions In the process). 

Egyptian and foreign bank- 
ers have long accused the 
Islamic funds of operating 

“ti u r j mifl 1 * %<• 


Islamic investment houses 


“pyramid” schemes; in other 


words they have been paying 
dividends from new deposits. 
rather than from profits gener- 
ated by legitimate business 
activities. 

The beads of the Islamic 
funds deny this. They insist 
they have been making good 
profits from their traditional 
activities such as commodity 
trading and curren cy specula- 
tion. They also say they were 
zn the process of acquiring ami 
developing manufacturing and 
property interests when the 
government effectively blocked 
their activities. 

Whatever the truth of the 
matter there is no question 
that continuing uncertainty 
over the future of the ra»™g 


funds has had a generally 
dampening effect on business 
activity, and particularly cm 
new investment Bankers 
report little new private sector 
investor interest, except in the 
booming tourism area. 

Adding to pressures on the 
financial sector is the squeeze 
on new hard currency credits. 
Egypt's approximately $3bn 
private sector debt in forrign 
exchange, and slim prospects 
of these debts being repaid 
soon, has made foreign banks 
extremely wary about acquir- 
ing additional exposure in 
Egypt 

Looming over Egypt’s bank- 
ing sector is the continuing 
desultory discussion with the 


International Monetary Fund. 
Egypt's unwillingness to com- 
ply with fond conditions for a 
second standby credit - the 
first agreement, negotiated in 
May, 1967, collapsed by the end 
of the year - is holding up far- 
ther exchange rate reform and 
possibly a liberalisation of 
interest rates. 

The absence of an IMF agree- 
ment is also delaying a second 
rescheduling of some of 
Egypt's mountainous $44bn 
foreign debt The first resched- 
uling of about SSbu of govern- 
ment guaranteed debt, co ve re d 
the period January, 1987 to 
June, 1988. 

Egypt needs a second 
rescheduling if it la to avoid 


increasing pressures from cred- 
itora in the year ahead. The 
problem is potentially critical 
in the case of the OS - Egypt's 
biggest creditor - because 
unde? a mandatory congressio- 
nal re q uir e me nt zmHtazy debt 
must be paid on tone (a maxi- 
mum of 12 months grace is 
allowed) or all assistance is 
suspended. Egypt receives 
about 2231m in US 

civil and military aid. Its US 
military debt is about fa£bn. 

Bankers f o r ec as t a further 
de pred a tion in the value of the 
Egyptian pound which has 
been at IE239-2.4D to 

the at the official com- 
mercial bank rate it as see ms 
likely. Egypt's available for- 


eign exchange sources con- 
tinue to be s oo eexed. Higher 
world commodity prices and 
tower oil revenues are adding 
to m easures on the E gyptian 
economy. 

The authorities have eased 
credit restrictions somewhat in 
the past several m o n th * ta gjj 
effort to mt aw i ra ge grow th In a 
stagnant economy, fin Central 
Bask has dropped a require- 
ment that hunks fiwrii len ri t n g 
to a ZS per cent increase an 
levels prevailing at the end of 
1966. Banks are now p a atoal 
to lend up to 66 per cent of 
deposits. Bankers face the ■ 
problem, ho wev e r, of finding 
solid bankable pro j e c ts hi a dif- 
ficult t m c iawiuK euvfroranent 


Tony Waftar 


quantity - especially given 
Iraq’s patchy ami ehufve deal- 
ings with ite creditors on its 
grating debts. Some bankers 
are wanted that Baghdad la in 
aerioos danger of overstretch- 
ing its finances. 

Nobody outside Iraq has a 
precise idea, of the stre of the 
c ountry’s foreign debt, but ft k 
certainly no tees them *65bu. A 
afreabie chunk of that - gaoba 
or more - is owed to other 
Arab governments, which are 
unlikely to see their money 
again But there «reabo debt* 
to Western countrfcag of at teat 
fatibn, and rmt deal more to 
other developing countries. 

Iraq’s payment problem* 
began to aurtace fa M88» wiirt 
St twitched from payaent Ja 
cash to credit, but the reat 
crunch came witir the rtwrp 
£*H of Off prices fa 29B6L Bu&Ug 
that year Baghdad concfadwd a 
series of two-year bilateral 

ram -h wfallng Awh ■ W» tmJqV 

creditors including France, 
West Germany and 3apan (hot 
excluding Britain, which to* 
long enjoyed favoured creditor 
status)- - 

The v rr&em k that soma , of 
these deals are about te fifi 
dne, just at a time when Iraq hr 
aiming to take on mater new 
commitments and when oft 


price* remain . chronically 
weak. Many bankers expect 

fa the next year. Iraq is 
ahwady ihdfcatittg to creditors 
like franca fths biggest} and 
Britain that it . la aiming to 
secure |2 of near credit for 
every fate repay*. 

■ fame Western officiate even 
expect eventual pressure on 
Baghdad to embark m a nsaltr 
httarnl raachadultog under the. 
Bads or London Clubs - a 
prospect wbadr Iraq, given its 
extreme retoctanca to divulge 
any financial fafigtaatfo a an d 
Its fachnatien to play creditors 
off mfat ; uw Bw Uitf — jg 
bemad to resist with aH its 
might.-' 

The picture is complicated 
by Iraq’s pfama. currently com- 
fag to faofacfa to create a hew 
state-owned bank. named Al- 
Basfahj. atoujpdftft the existing 
pobito sector giant, BaQdaio 


% 
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AH tote does not mean tout 
bankers are ranning away 
from c ommitme nts fa either 
Iraq or Iran at present, but it 
does suggest that they would 
do w«B to apply a more than 
usual dose of conservatism, to. 
their daaBngB to both. ,' 
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Piecing Together the Complex Mosaic 
of Successful Project finance 


Alnbaf Arab International Bank E.C. 
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OritaniNJjkn^wijqJaSnll 


Saudi International Bank Ltd 
The National Bao&xrf'Kawait (SJLK.) 
Trans- Arabian Investment Bank E.C. 
Union de Banques Arabes et Franchises 
Bank Limited 
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« J Hiltadown Holdings; the 

| r r I British food manufactur- 

r | 1 I . ing group, has some- 

I I thing of an image ■ 

I ' 1 . ■ I ■ problem, reflected In Ha 
dull Share priceperfor- 

• ' mance. Through a quick- 

flro succession of acquisitions since it came. to 
the stock market In 1989, It has grown Into a : 
very large company. Yet its head office in - 
Hampstead, North London, Is tiny and City crifr- 
cs have niggling fears that It still has a maver- 
ick "small company” mentality. Page 93 

Fistful of Canadian dollar bonds 

The Canadian dollar sector is among the most . 
unpredictable In me Eurobond market This J 
has been underlined over the past week, with 
a rush of new bonds, totalling almost Si bn. it 
brings to more than S12bn the amount raised 
so far this year — over double the sum in the 
first three quarters of ,1907.. And although me 
glut of new issues has prompted greater selec- 
tivity in the sector. It has not sated demand. 
Page 31 

Monopolies in the mind ' 

f gr-s: One of die world’s 

it \ least recognised 
\ monopolies ts that 
on "mental shelf 
space”: the human 
i*S S&l mind seems to 

have room to keep 7 
fy/At W/ on, y a few brand 
jnW ' names in its front 
r row and recognition 

ft.' — by wholesalers, 
1 retailers and cub- - 
\ to me ra — is vital to 
marketing success. 

' Peter Marlin argues 
•\ ■! In- the Business 

Column that the high cost of building brand 
names means that acquiring mental shelf 
space is perhaps the most valuabtereaf-estate 
any company can own. Page 48 . 

DEC networks got personal 

Digital Equipment, the second largest US com- 
puter manufacturer, is further expending ite- 
kj war-end product range by entering the rap- 
idly expanding market for personal computer 
networks. Page 30 _ 


thoughts in the 
public spotlight 


Paid Betts and George Graham e xamin e 
the way in which Paribas is 
reappraising its development strategy 
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P aribas, the French 
blue-chip investment bank 
privatised last year, has 
bounced back into the spotlight 
this mrmth m» lead banker to the 
bidder in the five latest takeover 
attempts on the Trench stock 
market, including last week’s 
FFr8.7bn (3600m) offer foe Epeda- 
Bertcand Fame . 

So far this year, however, Pari- 
bas had been less visible than its 
arch-rival Suez, embroiled in the 
epic battle for Soct&e G6n£rale 
de Belgique, car Lazard Freres on 
the domestic takeover front. 

• But the hawk, which has been 
profoundly rethinking its strate- 
gies g>nw« Itg • priV i aSrtk ln, bag 
. had an excellent start to the yean 
analysts expect that this week It 
will repot sharply higher first 
half net profits of between 
EFrLSbn and FFrL5bn (excluding 
minority Interests), compared 
with FFr973m in fixe same period 
of last year. 

After the hiccup of last Octo- 
ber’s stock market- crash, which 
depressed Paribas’ 1987 earnings 
by around FFrfOOm, earnings are 
expected to be back in line with 
the bank’s long-term pro fit trend 
ct 20 per cent per annum growth. 

Profits for the full year are 
l ik ely to increase by about 40 ner 
cent from last year’s, stagnant 
level of FFrl.7bn to around 
FFr2.4hn-FFr2.5bxi. The bank’s 
net assets are expected to reach 
FFMObn by fixe end of -this year, 
from FFx23bn at the end of 1987. 

Mr Michel Francols-Pbncet, 
Paribas’ chairman,- now talks 
about increasing earnings for the 
group’s ft-Sm shareholders with a 
zeal that was for less apparent at 
the Bmp of the bank’s privatisa- 
tion at the beginning of last year. 
.“Nothing is sacred any longer,” 
he says, “file only considerations . 
are return on capit al aw i your 
cost levels.” ' . 

After a major restructuring of 
the group's hoUHngSy Mr. Fran- 
cofe-Poacet is conducting a reap- 
praisal of the bank’s businesses 
and its longer-term strategies. 
“Investment banks have built big 
machines with high fixed over- 
heads in sectors which axe only 
marginally pro fitable. You now 
have to reconsider whether to 
stay in activities which as little 
as two years ago were considered 
core businesses,” he explained, 
pointing to government bond 
trading and corporate lending as 
two examples. 

Besides a selective approach to 
its activities, Paribas is also pick- 
ing over its balance sheet The 
group already comfortably meets 
Cooke Committee prudential . 


ratios (aimed at harmonising 
international banking capital 
adequacy rules), almost entirely 
in primary tier capital. In recent 
years It has doomed its provi- 
sions for country risks to around 
40 per cent of its exposure, 
roughly the French industry 
average. It Is also actively man- 
aging its debt portfolio with, for 
instance, a growing number of 
debt-equity swaps in Latin Amer- 
ica. 

Paribas no longer has the 
ambition to be present every- 
where. It has already pulled out 
of Sweden amt Panama and has 
dosed its outposts in Miami and. 
Denver. Although the inv e st ment 
bank is «miiiw^^ «| ih tt« sub- 
sidiary Compagnie Bancaire, 
which specialises in consumer 
.finance twww in»m» thi> pim 
is different for Credit du Nord, its 
. loM. wuilring dnmpaHf. ewimwirtnl 
hnnktrip mityritUav y. 

Credit du Nord continued to 
lose money in the first halt but 
Mr Francois-Poncet says that the 
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Michel Francois-Poncet, 
«*■!■■■«« of Paribas: Only con-. 
sMerattans are returns osipapt 
tal and cost levels 

subsidiary is already faring bet- 
ter and should reach break evim 
point this year, after losing 
nearly FFiSOOm in the last two 
years. Once it is restored to 
lwalft and profitable Pari- 
bas could d ecide to reduc e ftn> 
ther its frivo l u wiia^t. hi the retail 
banking sector, or it could use 
Credit da Nord as an instrument 
to forge a major alliance with 
another European commercial 
bank keen to penetrate the 
French market. . • 

Alliances with both industrial 
and financial partners are 
increasingly becoming a corner- 
stone of Mr Francois-Poncet’ s 


linn 


longer-term strategy. On the 
industrial front, Paribas forged 
close links last week with Ur 
Raul Gardini’s Italian Ferruzzi 
food and chemicals group by 
investing about FFrsOOm both in 
♦he Ferruzzi Flnanziaxia 
company and Beghin-Say, the 
French sugar producer which 
Ferruzzi is turning into the 
European vehicle for its agribusi- 
nesses. 

Mr Francois-Poncet acknowl- 
edged that Ferruzzi was not a 
name which a lw a ys commanded 
unanimous approval, but he 
argued that the association with 
Italy’s second largest private 
group after Fiat could clearly 
provide Paribas with important 
new business. “We take our 
risks,” he remarked. 

On the financial front, Paribas 
wants to reactivate its network of 
. totaagficnal a11t«n«»« which had 
been badly Jolted by the bank’s 

^atywiflUaatinn in 16^- “The atm 

is for our capital to lean on a 

nartatn nnrnhar of gTO U PS with 

which we have close Unfa, ft is 
not a pyramid, it is a much more 
horizontal system,” Mr Francds- 
Foncet explained - - 

One key ally is Pargesa. the 
group created by Mr Gerard 
Ralnaiazi, former Paribas vice 
chairman. Pargesa is closely 
associated with the Belgian Brux- 
elles-Lambert financial bolding 
company. “We have naturally 
every reason to create this sort of 
link with Pargesa," said Mr Fran- ■ 
cois-Poncet, emphasising that 
-both giOPp e were fcw»w ID mam, 
tntn and respect their indepen- 
dence. 

■ He scoffed at rumours that Bar- 
•gesa had built up a 20. par 'amt 
stake in’ Paribas. “What we' are 
■»*tring are a certain "imhnr of 
key shareholders, people we can 
work with holding 4,5 or 6 per 
dent of our capital/" he explained. ‘ 
“We. could not have this sort of 
relationship with -Warburg with 
whom we were In permanent 
competition,” Mr FranootoPmcet 
said 

As with other recently priva- 
tised French groups, there has 
been on and off speculation about 
stake-building in Paribas’ stock, 
although the movements in its 
shares have been considerably 
less marked than far Soctete Gen- 
erate, the privatised commercial 
bank. But Mr Francois-Poncet 
takes all this in his stride. “Our 
2-Srn small fiharphfiidi»r » are one 
guarantee of independence. But 
the best guarantee is to keep 
bringing out rising profits and 
thereby increa se ou r market capi- 
ta lis at io n," be says. 


Mr Bush and 
the domestic 
new wave 

By Anthony Harris in Washington 



THE US election campaign is 
hardly one to inspire confidence; 
it appears to be a race between 
. two ventriloquist’s dummies. 
Voters apparently believe little 
that either candidate says, but 
seem to be settling for Mr Bush. 
The Democrats are now in a state 
of some despe r ation, and playing 
the popualist card — Mr Dukakis 
is using the strategy of Congress- 
man Gephardt, mi> of file men be 
defeated in the primaries. He is 
therefore widely regarded as a 
protectionist. 

To be brutal, we need not 
spend too much space on Mr 
Dukakis; he is forbiddingly far 
iwhtnii thoug h he is fighting 
back to so me effect , ft is 
to point out that nnth^ in his 
record looks protectionist; he is 
Simply tiring public alarm about 
foreign takeovers as a stick to 
beat Ttflflp n piaim to have 
restored US economic strength, 
which seems perfectly fair rea- 
soning. For the rest of this col- 
umn, I will speak only of the 
likely winner. 

The polls suggest that the vot- 
ers want Mr Bush in charge of 
foreign policy and defence. He 
has wide experience (though it is 
not dear how deep it is), and one 
very good slogan — “Peace 
through strength works.” This is 
the most Credible claim maria by 
gfthgr ramrflriatA, awri If Inn wmt 

to work. However, the voters also 
believe that Mr Bush represents 
file rich. They still regard Demo- 
crats in Congress (awri in State 
ca pltdls anri city halls) as +he 
best defenders nf than- household 
interests. 

This may be anntiigr nnfflr 
judgment, but it will have impor- 
tant practical consequences. The 
electors dearly want a President 
who will be bound to compromise 
with Congress at every step. Is 
this what Mr Bush wants too, in 
his heart of hearts? Can he be a 
se cret liberal? 

The man is an Ha baa 

been so much the obedient ser- 
vant in his public life - as party 
chairman, UN Ambassador, «wri 
head of the CIA, and above all as 
Vice-President - that it is for 
from certai n th at he has any 
views of his own. On the stump, 
he is a chameleon, telling the vot- 
es what he thinks they want to 
hear, but never terribly convinc- 
ingly. 

He fought Texas in 1970 as 
full-blooded conservative, lost to 
Lloyd Bentsen, and then con- 
fessed candidly that he had over- 
done the right-wing pose. He 
started the present campaign on 
a liberal note - “I want to be the 
educatio n President” ^ tiwm 
turned hard right to isolate the 


liberal Mr Dukakis, fl h«n for in 
the lead in the polls. Even now 
he talks doveishly of ridding the 
world of poison gas, while stand- 
ing wra ppe d in the national flag 
and proclaiming armed strength. 

Reports from his friends are 
fiie only half-reliable evidence, 
and they suggest that the cam- 
paign he fought against Ronald 
Reagan for the Republican nomi- 
nation in 1980 came nearest to 
revealing the real George Bush, ft 
that is true, he may find himself 
reasonably at home with a Demo- 
cratic Congress so for as objec- 
tives are concerned - a smaller 
deficit, better schools and college 
opportunities, improved health 
care, child care and environmen- 
tal protection. 

This harmony will not prevent 
a blinding headache when it 
comes to finding means to 
achieve these ends; it is already 
assumed that ordinary budget 
politics, in which fire President 
proposes a package which Con- 
gress ignores, will be abandoned 
almost from the start in favour of 
a awwi. p wminwiit Budget Sum- 
mit, like the one which cooked 
fiie books successfully fids year. 
That will provide cover for some 
tax increases, and a further 
lengthening of Gramm-Rud- 
man timetable for budget bal- 
ance. These probabilities are 
already discounted in Wall 
Street 

The administrative choices are 
not so obvious, and wiirh more 
interesting. Mr Bush has said 
more thaw once in the Presiden- 
tial debates that his domestic 
quarrels with the Democrats are 
po t a feiit gnrin, but about means. 
“They want to do it with bigger 
government, I want to do it with 
better incentives,” as he once' 
explained. That lines him up 
with the most ftwhiimnhip tr end 
in ns policy theory, the conserva- 
tive progressives. 

These people are firm support- 
ers of free markets as the most 
efficient tool for getting things 
done, but they regard the market 
as something of a moral imherfie, 
which needs guidance and train- 
ing. They stress such problems as 
moral hazard in insurance, and 
talk as readily of “trade in bads” 
as old-fashioned liberals do of 
trade in goods. This is a powerful 
approach analytically. A whole 
range of problems, from the fail- 
ure of lending institutions to wel- 
fare dependency or environmen- 
tal pollution, can be explained as 
problems of incentive. 

ft generates prescriptions, too. 
Some of them are obvious, like 
the stress which central bankers 
now put on ensuring that share- 
holders in rind hankH lose their 


all; Mr Alan Greespan embroi- 
dered this last week by arguing 
that managers «hnnM also have a 


that managers should also have a 
good chunk of their personal cap- 
ital at risk. 

Some are less obvious, like the 
American fashion for tackling 
pollution not by forbidding it, but 
by printing a limited supply of 
licences to pollute, and auction- 
ing them off Polluters can then 
decide whether to pay for their 
sins, or to pay to stop aiming, 
according to their circumstances. 
(The trade in such licences is the 
“trade in bads”.) 

This is by now a bipartisan 
approach. A fat new report called 
Project 88, oh harnessing busi- 
ness incentives to the environ- 
ment, has just appeared under 
the sponsorship of Senators 
Wirth of Colorado and Heinz of 
Pennsylvania, one from each 
party. The welfare reform just 
enacted by Congress, which tries, 
among other things, to tackle 
dependency by making welfare 
recipients work, is also biparti- 
san. “New” does not necessarily 
mean “bettor.” ft is not clear to 
me, for example, how new-style 
“workfare" is superior to old- 
style public worts (which would 
be denounced by many who 
favour the new approach as 
“make- work”). 

“New” also means untried - 
and possibly impractical. The 
Bush incentive approach to child 
care looks clumsy; and the world 
is stQl waiting for a government 
bold en oug h to try out in practice 
the oldest of new-wave theories 
- educational vouchers to 
enforce parental choice. Project 
88 contains some fascinating 
ideas, but admits only in a couple 
of sentences the central weak- 
ness of the tradeable-licence 
approach: it would require much 
more policing that the old-fash- 
ioned bureaucratic fiat. It is 

much «Hder to m»kp ^mnlcpwtarilc 
owners fit gas scrubbers than to 
leave the decision to them, and 
monitor their smoke. Mr Bnsh!s 
deregulation task force also for- 
got the policing problem. 

However, we can leave it to 
history to decide whether incen- 
tivisation is new or old, and 
whether or not it works. It seems 
brand to be tried, because it can 
marry apparent opposites - a 
Republican President working 
with a Democratic Congress, a 
stern Tory Prime Minister with a 
newly tenderised social con- 
science, an EEC trying to impose 
common standards without legis- 
lation, and even a Communist 
feeder fi ghting his own central- 
ised system. It is a language we 
will have to learn. 
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Clouds In profits crystal ball 
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WHAT IS the outlook for 
corporate profits now that 
Britain is re-established as a 
high interest rate country and 
Mr Nigel Lawsen, the Chancel- 
lor, has predicted two years of 
slower economic growth? 

The short-term answer 
appears to be anybody’s guess. 

The 1980s corporate profit 
boom, which has seen gross 
trading profits outside the oil 
sector rise by an average 20 per 
cent annually since 1982, has 
consistently outstripped ^ the 
forecasts of most City analysts 
and aoariamic economists. 

Now that the Government is 
trying to steer the economy 
into a period of less rapid 
growth, the outlook for profits 
is of key interest to investors 
anri policy makers. But if past 
experience is any guide, the . 
traditional crop of Autumn 
forecasts win be subject to 
maj or revision in the mon t h s 
ahead. _ _ _ . 

Last week Professor Douglas 
McWilliams of Kingston Busi- 
ness School predicted a tempo- 
rary end in 1989 to the strongly 
rising trend of British non-oil 
corporate profits over the past 
seven years. He said UK com- 
panies' gross trading profits 
will grow by between zero and 
5 per cent in 1989 becau se hi gh 
interest rates and a strong 
pr.nnd will limit company turn- 
over at a time of rising costs. 

But only a few days before, 
Warburg Securities forecast 
non-oil company profits should, 
still rise by a respectable 14 per- 
cent next year after anticipated 
19 -per cent growth in 1988. 
This is despite Warburg’s 
expectations of a slow down.u 
overtf economic growth to &3 
per cent in 1989 from around 
T2 per cent this year. War- 
burg’s worst case scenario,- 
which would Involve even 
more sluggish growth and Brit- 
ish bank base rates rising from 
the present 12 per cent to 13 or 
14 per cent, would still-leave 


profits rising at between 5 and 
7 per emit next year. 

Part of the problem concerns 
the tools of the economist's 
trade. Profits are a “ghastly 
area of statistics," says Profes- 
sor Alan Budd, the economic 
adviser of Barclays Bank. . 

One difficulty is that all 
accurate statistics about corpo- 
rate profits are at least a year 
or two out of date. 

Anyone setting out to draw 
up a profit forecast for the 
economy then is faced with 
two options. 

He or she can follow the “top 
down” approach, which 
involves taking the anticipated 
total /value of production in, 
say, the private sector of an 
economy and deducting the 
costs to teave profit as a resid- 
ual figure. The other “bottom 
up” method is to add together 
the performance and estimates 
of future performance of spe- 
cific companies or corporate 
sectors. 

Both methods are subject to 
considerable margins of error. 
The “top down" method, rely- 
ing ra national figures, is bad 
at capturing the likely profit 
nwrtTihntlnn of foreign subsid- 
iaries of companies. 

It also -can produce very 
inaccurate results it as in the 
case of.Britain’s strong eco- 
nomic performance over the ' 
past two. years, economic 
growth develops in an unex- 
pected way. : 

The “bottom up” method 
may fail to pick up the foil 
implications of major changes 
in the economic environment 

Company managers, whose 
opinions form the basis of 
many "bottom up” forecasts, 
may stay too optimistic long 
after .a borax has faded or too 
pessimistic after recession has 
given way to recovery. 

Both the McWilliams and 
Warburg forecasts incorpo- 
rated "top down” and “bottom 


up” features and yet differed 
considerably in forecasting 
next year’s profit growth. But 
interestingly, neither fore- 
caster suggested that profits 
would deefine. 

Professor David Curry, the 
director of the London Busi- 
ness School’s Centre fin 1 Eco- 
nomic Forecasting, believes 
economists must take into 
account a major change in the 
at Htnilft nt British h nripflsiaiwn 
since the beginning of the 
1980s when thinking about 
ftifore profit trends. He says 
profits may be a residual for 
some forecasters: but they 
have become targets for manu- 
facturers. 

According to Pro! Curry, 
some of the companies that the 
London Business School deals 
with now say that they will 
aim for higher profits irrespec- 
tive of the changes in the 
external economic environ- 
ment. 

This attitude would have 
been inconceivable a few years 
ago and reflects British indus- 
try’s increased confidence in 
its ability to manage following 
years of strong productivity 
growth, higher pro fi ts and the 
decline if trade union power. 

It remains to be ;seen 
whether this approach to prof- 
its survives the projected slow- 
down in growth, h igher inter- 
est rates and the likelihood of 
sterling staying strong relative 
to Britain’s worse than average- 
inflation performance. 

Prof. Curry is convinced that 
the next couple of years will 
provide an “add test” of 
whether the Thatcher years 
have worked a “supply side” 
revolution, leaving British 
industry leaner and fitter to 
bpndfe economic setbacks, or 
whether the end of the con- 
sumer boom will merely 
expose old weaknesses. 

Peter Norman 


THIS WEEK 


THE SEE of the UK trade 
deficit will be in the headlines 
again this week when figures ; 
for September are published 
on Thursday. 

After record current arafrUm l 
deficits In both July and 
August, another large figure 
cotud rock recent steriing - 
stability and increase 
speculation about interest rate 
rises. The consensus of City 
analysts’ forecasts, compiled 

by MMS Intomattimal r tty* 

financial research company, 
is fora £L3bn (J2^8bn) deficit, 
the same as in August 

A fitness check an UK 
industry comes in the 
Confederation erf British 
Industry survey of industrial 
trends published tomorrow, 
ft will inc lude m easures of 

badness op tiTwiRnij Vy t 

output, exports, orders and 
costs. 

In France details of the 
September trade balance, due 
to be announced ra Thursday, 
will be closely watched after 
August’s exceptionally heavy 
FFrSbn ($l,46bn) deficit. 

Economists believe the 
August figure may have 
suffered from a bad seasonal 
ad justm ent as the sharp 
upswing In consumption 
brought an atypical increase 
in imports. But if the 
deterioration were confirmed 
it could damage an already 
softened French franc. Most 
forecasts indicate a return to 
a monthly trade rfpfifdt of 
between FFr2bn and FFrSbn, 
in line with the first haft of 
the year. 

Japanese balance of 
payments figures for 
September are released on 
Friday. Previous figures have 
already shown a rise in Japan’s 
trade surplus but analysts will 
be looking to see if capital 
outflows are slowing m 
anticipation of a fall In the 
dollar. 

Also in Japan, department 
store sales figures ra 
Wednesday should canton 

the continuing strong trend 
of consumer spending. 

West Germany’s five top 
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John Crane - world leader 
in mechanical seals 


1 faiiip m 


dan 1988 Aug 


economic institutes deliver 
their autumn economic 
forecasts for 1988-89 on 
Monday. Growth forecasts are 
expected to be upgraded to 3JS 
per cent for this year and to 
between 2 per cent and 2J5 per 
cent in 1988. 

US gross national product 
figures fix- the three months 
to September are released on 
Wednesday. The consensus 
is for an annual growth rate 
of 82 per cent. With the US 
authorities concerned about 
tile pace of growth, a bigger 
rise could Increase speculation 
about a tigh tenin g erf moneta r y 
policy. 

Other events and statistics 
(with MMS International 
consensus in brackets) indude: 

Today: Federal budget for 
September ($12bn surplus). 

Tomorrow: UK. Mr Nigel 
Lawson, the chancellor, opens 
debate in House of Commons 
on the state of the economy. 

US 10-day car sales. 

Wednesday: West German 
Bundesbank securities 
repurchase (repos) agreements 
due. UK construction, new 
raters in August US two-year 
Treasury note auction. 

Thursday: UK Treasury 
question time in House of 
Commons* New vehicle 
registrations in September, 
house purchase finance 
statistics in three months to 
September, 


UTILE MORE than a year 
since the acquisition of John 
Crane USA by TL John Crane 
International has a turnover of 
£200m and is enjoying very 
healthy growth under the direc- 
tion of Mark Raddiffe. 

Today, John Crane is a truly 
worldwide business, with profit 
centres in the US, Europe and 
the Far East ft is the undisputed 
world leader in mechanical 
seals, with r epl ace me nt busi- 
ness in particular ensuring ft -w 
order books for years ahead. 

A vital business 

John Crane's expertise is in 
specialised engineering; prorid- 
ing seals which are products of 
crkical importance in a wide 
range of industries. The com- 
pany offers an unrivalled level of 
on-site technical knowledge and 
manufacturing back-up and its 
leadership position, in Mark 
Raddiffe’s own words, is; 
“manifested by the unique inter- 
national capability of approx- 
imately L000 sales and appli- 



Aferfc RadchSe. Diredor. Tl Group pic & 
President & Stooging Director, John 
Cane International 


cations engineers deployed 
’ worldwide; backing up the Crane 
product line.” 

The key skill lies in helping 
custo mer s find optimu m s oluti ons 
to the basic problems of provid- 
ing seals for gases and liquids in 
a variety of applications. These 
indude seals in rotating equip- 
ment like pumps or compressors, 
valves, automotive water pumps 
and the stem shafts of ships 
belonging to most of the 
world’s navies. 

Increasing market share 

With a customer base already 
approaching 100000 in 108 coun- 
tries worldwide, and induding 
every main pump and com- 
pressor manufacturer. Crane 
supplies some 100,000 different 
products. More than half the 
business is based on after- 
market servicing to a wide 
variety of industries from oil and 
chemical to pulp and paper, from 
pharmaceutical to pow er gen - 
exation. resulting in a strong, 
resilient and long-term business. 

But the company is aiming for 
an even greater market share. It 
is continually improving its 
tychn iral applications, service 
and back-up, and is making a 
major investment in people, 
plant and computerisation (for 
management, ordering; stock 
management and computer-aided 
design). Facilities have now been 
upgraded in a dozen countries in 
all the major continents induding 
a new 1990s factory in Slough- 


Further growth is also coming 
from new markets - a prime 
example being a gas seal for 
compressors launched recently. 
This provides substantial 
benefits in terms of capital cost 
and maintenance by eliminating 
lubrication needs. The seal is 
commonly used in applications 
ranging from pipelines to off- 
shore oil rigs. 

People - the single 
most essential element 

Proridinglrowfedge and selling 
this kind of service means that 
John Crane is primarily a people 
business. The company believes 
one of its strongest skills lies in 
achieving a balance between 
young fresh talent and exper- 
ienced management Following 
the unification of John Crane Inc. 
and John Crane UK in 1987, 
Mark Raddiffe and his manage- 
ment ha v e demonstrated 
their ability to conceive and 
implement a highly successful 
i n te r n a ti o nal growth strategy for 
the business. 

It all adds up to a company 
which fits perfectly into the 
stated Tl strategy of concentrat- 
ing on specialised engineering 
businesses able to command 
positions of sustainable tech- 
nological and global market 
share leadership. 
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Maclean Hunter offers 
C$540m for media group 


By David Owen in Vancouver 

MACLEAN HUNTER, the 
Canadian publishing and com- 
munications group, is seeking 
to buy Selkirk Communica- 
tions, a broadcasting and cable 
concern, for C$45 a share, or 
some (3540m (USS449.4m). 

The Toronto-based company 
has been in search of a large 
media acquisition for the past 
two years. The move was 
started by confirmation from 
Southam, another Toronto 
publisher, that it was inter- 


ested in se lling its Selkirk 
stock. 

Southam currently bolds 47 
per cent of Selkirk's roughly 
ig»n Class A non-voting shares, 
as well as 400 of the 2,000 Class 
B shares through which the 
com pany is controlled. It has 
agreed to tender these holdings 
to Maclean Hunter, which is 
offering CS5 a share for the 
Class B stock. 

The prospective deal is likely 
to be scrutinised closely by the 


Canadian Radio-Television & 
Telecommunications Commis- 
sion, a government regulatory 
body, which is concerned 
about concentration in broad- 
casting ownership. 

Mr Ronald Osborne, Maclean 
Hunter president. Indicated 
that the company would like to 
retain as much of Selkirk as 
possible. “We are not doing 
this to get our hands on one or 
two particular operations . . . 
ami dispose of the rest” 


Grand jury probe into ICN 


By James Buchan in New York 


ICN Pharmaceuticals, the 
mav er i ck California drag com- 
pany which has been battling 
to convince US authorities that 
its “wonder" drug ribavirin 
can treat Aids, could face crim- 
inal prosecution if a c ur re nt 
grand Jury inquiry decides it 
may have tried to market the 
drug illegally. 

ICN, with headquarters in 
Costa Mesa, California, con- 
firmed on Friday that it and its 
subsidiaries were under grand 
jury investigation. Mr Jack 
Sholl, an official of ICN, said 
the company had co-operated 
fully with the investigation 
since the grand jury issued a 
subpoena on September 7. 

Mr ShoQ said: “It appears to 
us that there's nothing more 
here than some old accusations 
that have been publicly 
re p orte d on in the media." 

ICN, which is under investi- 
gation by the Food and Drug 


Financial Trust 
purchase saved 

THE CS200m (US$1 66.5m) 
purchase of the Toronto-based 
Financial Trust by Canada's 
fast-growing Central Capital, 
which had looked in dinger 
because of unorthodox prop- 
erty and construction loans on 
the books, has been salvaged 
with the help of CfSttn in gov- 
ernment loans and guarantees, 
writes David Owen. 

Under the revised deal. Cen- 
tral Capital will acquire the 
trust company minus the con- 
tentious assets, which will be 
bought back by the Financial 
Trustee holding company. 


Administration and the Securi- 
ties & Exchange Commission, 
was last year accused before a 
congressional committee of try- 
ing to sell Ribavirin to combat 
the virus which causes the cat- 
astrophic illness. Acquired 
Immune Deficiency Syndrome. 
Ribavirin is currently licensed 
in the US only to treat a rare 
disorder in infants. 

• Genentech. the West Coast 
biotechnology group whose 
stock price has collapsed this 
year, stagnant earnings in 
the third quarter because of a 
disappointing showing by its 
heart drug TPA. 

The group said its earnings 
were just S5.30m or 6 cents a 
share in the September quar- 
ter. little changed from the 
$524m or 6 cents a share of the 
1987 third quarter. 

The company, whose stock 
has slid from over $47 at its 
peak this year to $16% on Fri- 


day. has fallen prey to Wall 
Street's excessive expectations 
about TPA. In September 
Genentech warned that the 
drug, which dissolves blood 
dots, was running into prob- 
lems because doctors had 
become uncertain whether it 
was more effective than Strep- 
tokinase, an older and cheaper 
competitor made by Hoechst of 
West Germany. 

Even so. TPA has been a big 
sales success since its approval 
last November. Sales in the 
third quarter were almost 
twice as high, at $81. 6m. than 
the pre-TPA third quarter last 
year. Product sales more than 
doubled from to $57.5in. 

In the first nine months of 
this year, revenues increased 
from $134. lm to $245.3m. Prod- 
uct sales soared from $80-3m to 
$196. lm to give TPA probably 
the most successful drug 
launch ever. 


Volvo in US engine deal 


VOLVO of Sweden has reached 
a Tw»rin» wi gty# i(m 1 with Min- 
star, the US recreational boat 
manufacturer controlled by Mr 
Irwin Jacobs, in an attempt to 
take an increasing share of the 
expanding North American 
market, writes Robert Vincent 
in New York. 

The deal involves Volvo 
North America, the group's US 
offshoot, buying for $!00m in 
cash a 10-year Minstar note 
which may be converted into a 
20 per cent stake in 2J Bidd- 
ings. Minster's parent. 

Volvo will supply up to 20 


per cent of the engine require- 
ments tor Minstar’s boat build- 
ing offshoot, Gen mar Indus- 
tries. which is ranked as the 
world's largest independent 
builder of recreational craft. 

The engines will be supplied 
Uutragh Volvo Penta of Amer- 
ica. the marine division of 
Volvo North America, whose 
share of the US market is at 
the moment relatively small 

The deal will last until June 
1991, bat Volvo said it intended 
to convert the supply agree- 
ment into a long-term arrange- 
ment. 


Digital to 
expand 
into PC 
networks 

By Della Bradshaw 

DIGITAL EQUIPMENT, the 
second largest US computer 
company, is further extending 
its lower-end product range by 
entering the rapidly expand- 
ing market few personal com- 
puter (PC) networks. 

Mr Kenneth Olsen, chair- 
man f 1 ^ founder -of Digital, is 
due to announce in the US 
today that the company p fans 
to sell networks to organisa- 
tions unfamiliar with its 
equipment, using a range of 
PCs from other manufacturers. 

Earlier mnroth Digital 
announced its Intention to re- 
enter the personal co mputer 
market after a four-year 
absence, through an agree- 
ment with Tandy, a hurting US 
producer of personal comput- 
ers. Tandy win m a nufac t ur e a 
PC which will be add under 
the Digital In 

Digital confirmed that It was 
working with Apple to develop 
jointly products that link 
Apple PCs and Digital mini- 
computers. 

In en t e ri n g the PC network- 
ing market Digital is pitching 
itself against specialist suppli- 
ers, such as 3Com and Novell, 
as well as against IBM. The 
company has also moved 

closer to IBM by developing its 
network to connect the most 
powerful IBM PCs, the top end 
of fixe PS/2 range. Support far 
IBM’s latest OS/2 operating 
s ys te m - the software which 
controls the c ompute r s’ inter- 
nal operations - w£Q be avxfi- 
abiehi 1989. 

This year &8m PCs wBl be 
connected to networ k s, and 
that number will double in 
1989, according to fixe s mfa t 
research organisation Detaqn- 
est By 1992 some 2L8m PCs 
will be networked, and the 
ne t w ork market will be faster 
growing than the PC market 
itself, and fa forecast to be 
worth more than SSbn a year. 

Mr Paul Evans, network 
market minaaet far Digital in 
the UK, e s timates that sfawd- 
akme PCs are only used, oc 
average, 4 per cent of the 
available time. In the UK 
alone, he argues, about £Sm 
has been spent oo PCS which 
are only partially used. 

The Digital PC network 
product will be based on stan- 
dard Ethernet hardware. 


Royal Bank backs Elders lunding 


By ifamss Buxton, Scottish Correspondent In Edinburgh 


ROYAL BANK of Scotland, the 
hugest Scottish hunk. Intends 
to participate in a £lba 
(SJL-76 bn) loan facility faring 
assembled to finance fire hos- 
tile hid by Elders £SL of Aus- 
tralia for Scottish & Newcastle 
Breweries, Scotland’s largest 

frytr ret r ia l company. 

The move was seen in some 
Scottish political quarters last 
night as a stab in the back for 
S&N. But Royal Bank said it 
was purely a co mm erci a l deci- 
sion which did not imply that 
it haniwri the Elders bid. 

Royal Bank serves both S&N 
and Elders, the fatter through 
its international division, but 
fa not the principal hanker to 
either. The decision to partici- 
pate in the loan consortium 
hring led by Qticar p was an 
ex e c uti ve one, since the size of 
Royal Bank's contribution does 
not require approval by the 
bank’s board. 


Nevertheless the boa rd of 
the hgnk could decide to over- 
throw the decision when it 
meets, later this wade. Two 
members of foe board of Royal 
Bank of Scotland Group, the 
hank's parent, have past con- 
nections with SAN. Mr Brier 
Balfour, vice-chairman, was 
previously chairman of S&N, 
while the Bari of Airtie was 
once a director of tta brewery. 

Leadhig peraonaflties. pohti - 

riarre anri representative organ- 
isations in Scotland have 
flTrapg t unanimously declared 
tint they want fixe Elders tad 
Cor S&N referred to the UK 
Monopolies and Mergers Gom- 
nnadnn (MMQ. But most Scot- 
tish financial institutions have 
mftA > desr their ijwfefcwt 

on the fad are likely to be dic- 
tated by the tniw Bs t s of their 
shareholders and policy hold- 
ers. 

Yesterday Mr Gordon Wil- 


son. leader of the Scottish 
National Party, said that be 
regarded the Royal Bank a 
apfrHt as "financial cannibal- 
ism.* The bank was “ enab lin g 
tfce.takeover of one of tbefaw 

remaining autonomous sectors 
of Scottish- industry: to 
shortterm profit," he said. 

But Professor Jack Shaw, 
director of Scottish F inancial 
Enterp r i se, which represents, 
fixe Scottish ftnanrial commu- 
nity which has called for 
fixe fad to be referred to the 
MMC, saw? “Scottish financial 
institutions have some special . 
responsibility to encourage- 
businesses on their doorstep, 
but not to the extent of cutting 
themselves off from interna- 
tional business. An interna- 
tional financial community 
cannot be expected to act as a 
custodian of regional pqHcy." . 

Mr Philip Remnant of KfaSh-' 
wort Grfeveson, SAN’s mer- 


chant banker, said he thought 

Royal Bank’s . action was 

“somewhat statot»* in view of 
the Individuals Involved- But 
the dedshm.be mid, did net 
denote support for the fad 
i wSt “The -money to tack the 
Elders . bid Jws. always bees . 
there. Who actually puts it up 
to imjlr immaterial." 

Yesterday Mr AHck Rankin, 
r friaf executive «f S&N, soot a 
fatter to all members of the 
group's staff to w hi ch he. toM 
tbanr that “a huge number of 
fobs in all areas of the rare 
pony would he at .risk- if 
Ekfcs# Wd was successful. 

Elders, --weald - sell off or 
rationalise much of the com- 
pany’s activities leaving “a 
business concentrated only on 
the prodoctioa and stiffing of 
beer, mm psrficufarty of Fes- 
ters Lager, which we already 
know fa w * * popular brand to 
fixe north of Britain.*. 


Fixed-rate bond for Household Mortgage 


By Stephen fidtor. Euromarkets Correspondent 


HOUSEHOLD MORTGAGE 
Corporation, the specialist Brit- 
ish mortgage lender, today 
expects to launch the first 
fixed-rate Eurobond to be 
h arkwri by UK rasfcfa&itel mart- 


Previous issues of UK mort- 
gage-backed sec ur it ies , of 
which some £4bn (S7bo) are 
outstanding, have an carried 
floating inte re st rates at vary- 
ing margins over London inter* 
bank offered rate (Libor). 

Today’s rxpected issue of 
£10(hn of five-year bonds wfB 
be swapp ed entirety into float- 
in g- rate sterling, gaaKHny 
HMC to achieve a cast of funds 
of perhaps % print over labor. 
This comperes with a nwg to 
of more tfamx doable that - 
27% basis p otato - on an fane 


of flootingatemortg^e secu- 
rities fannefaed last week fir 
the Mo r tg a g e Corporation, 

J i n n tf u r enu m t h l fancier. 

The BMC issue, which wffl 
cany a prime AAA rating from 
Standard & Poor's, trill be lead 
by J-P- Morgan Secu- 
rities. There are expected to be 
three co-toad managers, indod- 
j it> two British ft r uin p j i 

Unfike the US, where the 
mortage-backed securities 
market exceetfe fZOStm. almost 
all UK mortgages are at float- 
tog interest rates. The problem 
is fa aufa g mor t g a ge securities 
safely at flo a tin g i nt ere s t rates 
has been that fa has exrJ i slHl 
the many potential investors 
that ody buy fixed-rate bonds. 

Alttmush tedmtouem to 

f %| [ W« w i rn» iwtn Si rttny . 


rate tends are well established, . 
fixe eampHcatkm to mortgage 
fomfing fa the uncertain rate of : 
p rep aym ent of the mortgages. 

This problem, is being 
addressed in today's issue by 
allowing the toll s u b sti t u tion 
with near mor tga ge s for pre- 
paid mortgages daring the 
entire five-year Hfe the bond. 
U nderly i ng the fixed-rate bead, 
is a co n v ent i ona l mortgage- 
backed floating -rate act* 
which allows full gobtiterttan 
for five years. 

At the end of the five yews 
when the entire proceeds of the 
fixed-rate bond will b* teptid- 
and the swap is unwound, the. 


UUUDiiyUK UWUUS-WW sow 

issue wfflbe “put" »AIG,ti* 
US insmance &oupi Bfcfe wiS. 
be sought today for the five-. 


year swap > 

A new domes of fixed-rate 
sterling securities . carrying 
crime credit wtiag t and aidb- 
stantial yiefa ptek-up over UK 
government securities is Steely 
to be received well by investor* 
at a time wfaea the Govern- 
meotisroducing the amount 
of outstanding gilts. Cost 
sav i ng s far the mortgage fend- 
: ere VfottXd be-oanswarahfa if 
they cbuld find a- way to 
i mig ih w i ..the. b on ds ’ maturity 

matorttVs wuaH appear to be 
npt the establishment ot swaps 
over pears or more, hut 
rather file Emitted number of 
c o U Bterperttes wilfew to take 
on fits AEG tefatoteWc deaL 


Sodra Skogsagarna profits jump 49% 


SODRA SKOGSAGARNA, the 
Swedish pulp, paper ami tim- 
ber company, has reported a 49 
per cent incre as e to SKfcSBBm 
(39&Sm) in prafRs after finan- 
cial Uw rn a J]| thf hw i H w 
to August, writes Maggie Itay* 
Sales m 125 per cod op 
at SKr ttn. Mr 8me Braadto- 
ger, managing director, s rid 
the increase in sales was 
mainly due to rising selling 


prices for jsrifc He raid a good 
Inte r nati onal naxket 
there was high demand far the 
grotto's ar odnete 
Mr Breodinger noted this 
was a pea k pqjod for the bust- 
sees and profits for the year 
shook! reach at toast SKldOOm. 
“O n ty two years ago our 
into! hi profit was near on," 
be arid. 

• MaeJmiaa BleedM, tbs 


finest products com- 
pany, has r e po rted A IS pe i 
oezfa drop to thictiquartcr easn- 
ba - despite tteatfiBrimto 1 * 
.tine market environment for 
puh» and paper* w ri tes David 
OwntaVhnoaar. s jj ■ 
Net income toteifadCtTOAh. 
(OSg&U) or €8 cents a share, 
compered with Cf82.7m (77 
ceuts a share) x year emSer. 
Revenues were C$824_4m 


sjpttaet qaWJa. T he Vaac oo- 
whioti cotaptiy blamed fee* 
t tea :foetndlag a five-week 
tttafaAeuaoce imd moderntoa- 
tiba shutdown at a» of its 
polptaffle. 

1lr4te utea Maths to Sep-, 
timber .ptuQfa rose? liamiy IS 
par cent to CStS&Sm (C$2.40 a 
share) from c$mrm (C$L99) a 
yamr eariter. Revenues .were. 
*fi"* ■ g * * * i *t g pu w - - 


New Issue 


All these securities having been sold, this announcement appears as a mater of record only. 


September, 1988 


©TOKYO KEIKI CO., LTD. 

( Incorporated with limited liability under the Commercial Code of Japan) 

IJ.S. $ 50 , 000,000 

5'A PER CENT. GUARANTEED NOTES DUE 1992 WITH WARRANTS TO SUBSCRIBE FOR 
SHARES OF COMMON STOCK OFTOKYO KEIKI CO., LTD. 

unconditionally guaranteed as to payment of principal and interest by 

The Taiyo Kobe Bank, Limited 


ISSUE PRICE 100 PER CENT. 


TheNikko Securities Co., (Europe) Ltd. 

Taiyo Kobe International limited 


Nomura Internationa! Limited 
Yamafchi International (Europe) limited 
Bank of Yokohama (Europe) S.A. 

Robert Fleming & Co. Limited 
Marusan Europe limited 
Mitsubishi Finance International limited 
Morgan Grenfell Securities Limited 


Toy© TYust International Limited 
Bank of Tokyo Capital Markets Group 
Baring Brothers & Co., limited 
Goldman Sachs International Corp. 
Merrill Lynch International & Co. 
Mitsubishi Trust International limited 
Morgan Stanley International 


J, Henry Schroder Wagg & Co. limited The Shinyei Ishino Securities Company limited 

Tokyo Securities Co. (Europe) Limited 



-ri. i,*. 
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EUROCREDITS 


Banks retain key 

role 
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TOE SCALE of the two deals’ 
proposed last' w«ek by $$= 
tobacco companies — *the 
«lbn takeover MS fer Kraft**? 
Pmlip Morris and tfie tl7bn 
management buy-out of RJR 
Nabisco - suggests interna- 
tional banks will f o p um ^ eq 
play a very active refefci cor-' 
porate restructurings to both 
sides' of the. Atlantic. - - 

Banks are hungry for as&ets- 
which will -be town — • the" 
Basle accords on Vnmlc cwntbul 
have made flnely-_priced 
standby financings much less 
attractive to them. And, 
because of the' risk. Che mar'* ; 
gins are usually higher than on 
run-of-the-mill corporate loans. 

Whether the maV^ftyr suffi- 
cently compensate for the risk 
is another matter. -There are 
more than a few bankers who. 

view of 

turns, this will end In tears In 
the 1990s. 

For now, though, the attrac- 
tion of these deals appears irre- 
sistible. Whether those loans 
are. raised in the international 
markets or ostensibly Intihe 
US, such as that completed bait 
week by Philip Morris; non-IBS 
banks play a very large tole. : 

“Even when these fiaandaigs ’ 
are syndicated hr tin? PS, -the 
participation of foreign banks 
is far more si gnificant far us 
than the; US regionkls^ said 
ora senior official at a large US 

hanlr Tact week. . 

For its deal, Philip Mania, . 
has put together $l2bn unse- 
cured financing with 64 banks.' 
According to its filing with the 
Securities A Exchange Com- 
mission, a $6bn credit facility 
was already in place with' a' 
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of 45 tanks, about fcsro- 
of which -were ford* 
This wa^ increased and a rL 
ther credit to bring 

the total available to tWm* 

Both credits will be available 
until March 196&. A number of 
interest rate formulae are pay 
able, including the prime rate 
of Citicorp, the agent on the 
financing, and Y* point over 
London interbank offered 
rates. : There , is a commitment 
fee of 10 basis points on the 
unused portion of the credit. 

La the UK, EHers IXL, mak- 
ing' a £L6bn for Scottish and 
Newcastle Breweries, is raising 
£Um from banks, and has four 
underwriters in place. 

- -Whitbread, the', brewery 
group. . is. raising £25 Om 
through a five-year revo l v in g 
, credit, but Is not sayin cm what 
tetmLJUSfdh^S, 1 ^ another UK 
drinks group, raised a credit 
from £7Wta to £lbo, £500ra of 
which will be co mmit ted. .■' 

Elsewhere, Framatome. the 
privately-owned French 
nuclear power Nations special- 
ist; is seeking S2S0m to help it 
to diversify. The credit, being 
arranged fay JJP. Morgan, Ban- 
que de lUnkm Europfenne and 
Barclays, catties a five-year 
m a tur i ty, extendible to seven, 
and a fheffity fee of 10 basis 
points. Bless than half drawn, 
it pays 10 basis points over 
Libor or 1214 over its Paris 
equivalent if in French francs. 
If more than half used, the 
margin rises to 15 and 1714 
basis -points. 

Trelleborg, the Swedish 
industrial' group, mandated 
Bank of America International 
to arrange a 8150m revolving 
cTOdit fir carries a facility fee of 
6% basis points, a margin of 
VA„ - and utilisation fees, split 

.twto- tHit-rtc nf t«v% is nnd 7V4 

basis points. - 

Agusta, the Italian, helicopter 
manufacturer" 98 per cent 
owned by the state-owned hold- 
ing company, Kftm, is raising 
$108m over seven years; with a 
three-year grace period, 
Citicorp. A maigin is 
of- 20 basis points. Jf 
than half used,- the" com- 
mitment fee on the unutilised 
portion is Iff basis points. If 
more than half drawn, it is 8% 
basis points. _ 

Stephen Fidler 


INTERNATIONAL BONDS 


Glut fails to sate demand for Canadian dollar issues 


A WEEKLY total 
Slfan of new Eurobonds 
not normally raise any 
bTOws,- bat the feet that 
was the amount raised last 
week in the Canadian and not 
the US dollar sector excited 
some interest 

Despite the. phenomenally, 
high volume of new paper in 
the sector. Investor appetite for 
the currency appears to be 
rmdimlnished, proving the 
point made recently by several 
syndicate managers that the 
sector remains among the most 
unpredictable in the Eurobond 
market ~ • 

This seems set to be the year 
OT the Canadian dollar as fer 
the -Eurobond market is con- 
cerned. The total raised so fer 
tide year has exceeded 8121m, 
more than double the amount 
issued in the first three quar- 
tos Of 1987. Despite these fig- 
ures, a weekly total of Cf910m 
remains rather unusual, and 
Inraistihte'lswaji opportunities 
were 'Behihd many of 1 last 
week's issues, with fiwnaitfaw 
banks identified as 
payers of fixed rate 
dollar paper. 

Yet aithoogh the glut of new 


issues prompted increased 
selectivity in the sector, it 
foiled to sate demand fully and 
many of last week’s deals were 
still performing well even 
though placement was expec- 
ted to slow slightly.- In con- 
trast, many other non-dollar 
sectors would .have ground to a 
complete halt feced with such 
a welter of Issues. This was 
partially the case with the Ecu 
market which also saw a rush 
of new paper last week. 

The basket currency is cer- 
tainly attracting a fer wider 
group of investors now, with 
many houses noting a sharp 
upturn in interest since the 
Bank of England decided to 
issue Ecu-denomihated Trea- 
sury bills.- However, the 
Ecu750m in new deals which 
hit the market last week la 
expected to take some time to 
digest Despite congestion in 
the sector, Friday’s EculOOm 
six-year deal for Finnish 
Export Credit via Soctete G€n- 
drale and Shearson Lehman 
saw the level of demand expec- 
ted far such a top rank credit 
and was well bid within fees. 

Back in Canadian dollars, 
senior syndicate managers said 


demand appeared to be concen- 
trated at the longer end of the 
market, a factor put to good 
use by both R upvfima arid the 
Province of Quebec. The suc- 
cess of the World Bank deal via 
1BJ International, carrying-* 
five-year maturity, did not 
negate this hypothesis as the 
borrower Itself is perhaps the 
only Eurobond market issuer 
which can launch an issue 
with barely any regard to the 
nuances of 
coi ndWiwi* 

EBJI was universally com- 
mended for its exe- 

cution of such an important 
mandate and, although the 
deal came at a fedriy fine mar- 
gin of around 24 basis points 
over comparable Canadian gov- 
ernment bonds, demand was 
exceptional and this spread 
soon narrowed.The World 
Bank also successfully 
reopened the dormant Euroyen 
sector with a YSOtm issue via 
Yamaichi International, 

another ileal w hich was Still 

trading very well within fees at 
the end of the week. 

The World Bank is an excep- 
tional borrower, however, aim 
one clear consequence of the 


increased issuance in Canadian 
dollars is the development of 
separate tiers in the sector, 
with the World Bank and simi- 
larly rated names In one and a 
handful of frequent corp orate 
borrowers in another. While 
some companies and certain 
financial institutions with the 
appropriate investor profile are 
assured off success among the 
retail clients in the Benelux 
countries, Switzerland and the 
rest of Europe, others tend to 
founder unless this distinction 
in perception Is feiriy reflected 
in the pricing of their deals. 

The Canadian borrowers 
who tap the sector tend to foil 
into a group <m their own, and 
much of their paper seems to 
find its way back into the 
hands of domestic investors 
eventually. The performance at 
such deals is thus guaranteed, 
as was the case, for example, 
with the City of Winnipeg 
issue which had a traditional 
Canadian group. Perceptions of 
these b o r row ers do vary, how- 
ever, and many dealers felt 
that this was not taken into 
account on the pricing of last 
week's 10-year issue for the 
Province of New Brunswick. 


While institutional interest 
in the Canadian dollar is cer- 
tainly on the upturn, with 
many more Japanese accounts 
detected in the market of late, 
the currency is never going to 
be one to which ftmd managers 
dedicate 25 per cent of their 
portfolios. Nevertheless, the 
outlook fer the currency, cur- 
rently testing historical highs 
against its US counterpart, is 
« fffi bullish, provided that the 
opinion polls ahead at the Nov- 
ember 21 general election con- 
tinue to show good'support fer 
the Conservative Party of Mr 
Brian Mulroney, the Prime 
Minister. 

The election Is expected to 
deride the fete of Mr . MuJtro- 
ney’s US-Canada free trade 
agreement which would elimi- 
nate most of the remaining tar- 
iffs on bilateral trade. 
Although the agreement has 
prompted some controversy, 
confidence is expected to soar 
if the Conservatives, still well 
ahead in the polls, secure the 
majority they need to push the 
p art through pwrliatriont- 

The Canadian dollar sector 
certainly appears more attrac- 
tive at the moment than the 


US dollar straight market, 
where the recent rebound in 
od prices and the bearish tone 
to the dollar have subdued 
activity of late. Although the 
spreads on some recent top 
quality issues - inHmtiwg the 
£lbn for Italy, the seven-year 
deal for Alberta and that for 
Japan Development Bank - 
have narrowed lately, recent 
developments on the US corpo- 
rate scene are now prompting 
renewed caution about credits. 

The recent bid fer Kraft by 
Philip Morris and the proposed 
management boy-out of RJR 
Nabisco have sent tremors 
through the corporate sector of 
the Eurodollar bond market. 
Tobacco companies in particu- 
lar have suffered a loss of 
liquidity since US consumers 
started to bring legal cases 
a gains* the companies. 

"During the next few weeks, 
I would be extremely cautious 
about both bringing and buy- 
ing any US dollar-de nomina ted 
deal from a tertiary or even a 
secondary corporate credit,” 
noted one senior syndicate 
manager. 

Dominique Jackson 


NEW INTERNATIONAL BOND ISSUES 


Borrowers 


Amount 

m. 


Maturity 


Av. Rle 


“T" 


Price 


Book runner 


Otter yietd 
% 


US DOLLARS 

Tokyo Etedron U» 

150 

T9S2 

4 

(5} 

100 

Nomura htt. 

• 

SMK Corp.* 

60 

1992 

4 

(S3*) 

1D0 

Wnko InLEurope Lid 

• 

Japan Storage Battery* 

50 

1893 

5 

(5%) 

(100) 

Nikko Seca.(Eur) 

m 

Flash Ltd** 

37 

1992 

4 

M 

10&10 

Sanwa InL Lid 

• 

CANADIAN DOLLARS 








Ocd'anstatt-BkvorakHb) + 

SO 

1993 

5 

ion, 

101% 

Creditanstalt 

9323 

Quebec# 

3S 

1993. 

5 

10*2 

101% 

B&. 

10.103 

Eurottma# 

100 

1996 

8 

10% 

101% 

Bq Paribas CapJMUs 

10JB3 

Font Motor Credit Canada# 

100 ' 

1993 

S 

10% 

10190 

Deutsche Bk CapJilUi 

9.778 

New Brunawicfc^ 

100 

19SS 

10 

10% 

101% 

UBS 

10274 

Geflfihanca+ 

100 

1983 

5 

10% 

101% 

UBS 

9282 

City of Winnipeg ♦ 

75 

1993 

5 

10% 

101% 

Wood Gundy 

9221 

Swedish Export Credit# . 

100 

1990 

2 

10% 

10190 

Bankers Trust InL 

9l50B 

WorU Bank# 

150 

1993 

5 

10% 

101% 

IBJ InL 

9.635 

Fiat Finance & Traded 

100 

1883 

5 

10% 

10LS5 

Salomon Brothers 

9243 

AUSTRALIAN DOLLARS 








ANZ Banking Groups 

50 

1901 

3 

14% 

101% 

ANZ Merchant Bk. 

13203 

BNP« 

60 

1991 

3 

14 

101% 

BZW 

13203 

Bank ot Nova Scotia# 

75 

1990 

2 

14% 

101% 

Solomon Brothers 

13.470 

Australian Telecomm. Q)+ 

150 

1992 

■ 4 

12% 

98% 

Samuel Montagu 

12282 

NEW ZEALAND DOLLARS 








BP America Inc.# 

60 

1990 

2 

' 14% 

101% 

Hambros Bk. 

13.188 


Borrowers 

STERLING 

Amount 

m. 

Maturity 

Av. nte 
years 

Coupon 

Price 

Book runner 

Offer yield 
% 

TMC number lit# 

500 

2020 

32 

(c) 

100 

Salomon Brothers 

- 


100 

1997 

9 

10 

100% 

Kleinwort Benson 

9257 

PortugaKQ# 

100 

2018 

28 

9 

88J83 

S.G. Warburg Secs. 

10.107 

SWISS FRANCS • 

Bond inLGoid CayJefa) 

100 

1995 


» 

fiom 

TDB Am ex Bank 

• 

M0D04 

200 

1999 

- 

5 

101% 

Credit Suisse 

4251 

Ekjctrlclte De France^ 

100 

2003 

- 

4 > 

100% 

UBS 

4,703 

City of Yokohama# 

HU 

1998 

- 

4h 

100 

SBC 

4200 

ECUs 

World Bank* 

- 100 

1993 

5 

7% 

101% 

L7CB 

7.103 

Sweden# 

250 

1993 

5 

7% 

101% 

Bq. Partoas Cap.Mkts 

7272 

Ford Motor Credit Corp.# 

100 

1991 

3 

7% 

101% 

Morgan Stanley InL 

6976 

Grnd.FbncterDeFfanc8(dHt 

60 

1994 

6 

7% 

101% 

Credit Com.De France 

7.334 

FEK+ 

100 

1994 

6 

7% 

101% 

Sodete Generals 

7260 

San Pardo Di Torino^ 

100 

1991 

3 

7 5« 

101% 

DBCM 

7.100 

SEX# 

40 

1991 

3 

7% 

100% 

Bq Paribas Cap.Mkts 

7261 

YEN 

Komatsu Overseas Fin(e)^ 

15bn 

1993 

5 

e.a 

102 

Bankers Trust Int 

6221 

Bergen Bank(h)^ 

12% bn 

1992 

4 

7 % 

101% 

Nippon Credit int 

6648 

World Bank# 

SObn 

1993 

5 

4% 

101% 

Yamaichi InL 

4.560 

LIRE 

Pirelli On. Servicea NVff 

GUILDERS 

lOObn 

1992 

4 

• 12 

10125 

Bankers Trust ML 

11.463 


D-MARKS 


1MJH+ 


100 


1992 


5% 


1011* Algernon Bk Ned. 


Sj430 


Hokulku Etec.lnd.e4 

100 

1983 

5 

2% 

100 

Dynic Corp_*4 

60 

1993 

5 

2% 

100 

ind. Bank ot Japen4 

100 

1996 

10 

6% 

101% 

Bank of Cbinat# 

200 

1993 

5 

(o) 

100 

LKB Finance ILV2+ 

500 

1985 

7 

W 

too 


Nomura Europe 
Deutsclm Batik 
IBJ Germany 

Commerzbank A.O. 

Trfnktnus&Buffcheidt 


2-250 

2250 

8-012 
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US$2,000,000,000 

Financing Facilities 


. . Guaranteed by 

Hie News Corporation limited 

and major subsidiaries 


Arranged by 

Midland Montagu 

Fuliv underwritten bv 


..-jV— 




% * 




The Bank of Nova Scotia 
OraimcMiweahhBankofAnstralia 
Credit Suisse 

Ibelob^-Tcrm Credit Bank dfjapan, l imi ted 
Standard Chartered Bank . 


Citibank, NA = 








Lloyds Bank Pic 
Midland Bank pic 
Westpac Banking CorporatkHi 

Agent Bank 

r ^Tnt id Montagu &: Co. limited . ; . . 
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NORTHERN ROCK 

BUILDING SpaETY 

(Inc o q po raticd in Finland under the BualdtngSoaetieg Act 1986) 

Issue of up to 

£100,000,000 

Floating Rate Notes Due 1995 

of which £75,000,000 is issued 
as the Initial Tranche 

Issue Price of the Initial Tranch e 100 per cent* 


Baring Brothers & Co* limited 

Union Bank of Switzerland (Securities) Limited ♦ S.G. Warburg Securities 

Bankers Trust International Limited 4 Baroque Paribas Capital Markets Limited 
BNP Capital Markets limited ♦ Cater AQen Limited 

Credit Lyonnais ♦ Fuji International Finance Limited. 
Getrard & National limited ♦ Hambros Bank limited 
JJB Morgan Securities Ltd. ♦ Nomura International limited 

+ Union Discount Company Limited 

Westdeutsche Landesbank Girozentrale . 


October 1988 
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US MONEY AND CREDIT 


R JR bondholders out in the cold 


TlSHTFi 


urn 


IN THE old days, when one of 
the world's greatest corpora- 
tions went from being a good 
risk to being a bad risk within 
a morning, you knew about it 
because financial markets 
became upset. 

Not nowadays. Outside a 
horribly mangled corner of the 
market for high-grade US cor- 
porate bonds. Wall Street was 
a picture of calm last Thursday 
when BJR Nabisco suffered a 
catastrophic loss of creditwor- 
thiness. 

Admittedly, RJR did not 
default on a debenture pay- 
ment, let alone file for bank- 
ruptcy. In fact, it reported last 
week that its profits increased 
handsomely in the third quar- 
ter. The compa ny 's credit was 
demolished not by outside 
events but by the will and com- 
mand of its management 

RJR is the latest proof of 
what might be termed, without 
offence to the father of the 
junk bond market, as Milken's 
Law: Bad credits drive out 
good. 

RJR la a company which last 
year made gl.lbn in profits 
from selling S15-8hn worth of 
cigarettes and food of various 
sorts. It has twice as much 
equity as long-term debt and a 
billion dollars in ready cash. 
Up to last Thursday morning, 
its more than $4bn in 
long-term bonds were rated 
solid A. as some of the safest 
investments in corporate 
America. 

On Thursday Mr Ross John- 
son, chief executive of RJR, 
said that he and other manag- 
ers and investors wanted to 
buy the company from its pub- 
lic stockholders. They plan to 
borrow however much they 
need, which will not be less 
than jiTbn. and then pay off 
the debt from tobacco profits 
and the sale of RJR’s valuable 
food brands. 

Everybody agrees that RJR 
is a great candidate for private 
ownership, because tobacco 
companies have become disrep- 
utable and are undervalued by 
the stock market 

Even if Mr Johnson has to 
pay S206n to the public stock- 
holders. people say he should 
still make a lot of money. This 
is no comfort for RJR's bon- 
dholders. Their call on RJR's 
cash flow will be crowded out 
by the lenders to the buy-out. 
Ail the financial ratios that 
have made RJR a good credit 
up to now - how easily profits 
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cover interest and fixed 
charges, its excess of assets 
over liabilities - win deterio- 
rate. 

Here is what happened to 
RJR's bonds on Thursday. 
According to reports from the 
market, an issue of 8% per 
cent debentures that comes 
due In 2017 fell from 87 to 72 ’A 
for a loss of almost 17 per cent. 
The yield cm these bonds rose 
to 12 per cent, as weU befits a 
security which will probably 
be rated with a weak B like a 
junfc bond. 

Such a disaster has been a 
hazard for corporate bondhold- 
ers for so long it has a name: 
event risk. 

In the old days, the most 
s eve re "event risk” was default 
ami insolvency. Since the early 
1980s. the risk has come from 
the takeover of well capitalised 
companies by shakily capital- 
ised raiders, shell companies or 
ambitious managements who 
want to realise the value of 
their companies through lever- 
aged buy-outs. 

Until Thursday, RJR was 
thought safe from event risk. 
Says Mr Joseph Taylor, a cor- 
porate bond specialist at Smith 
Barney: "RJR was considered 
to be one of the most dramatic- 
ally capitalised companies. 
People thought it wasn’t sus- 
ceptible to takeover. People 
thought it would cost too 
much." 

But this was to underesti- 
mate not only the financial 
muscle of the junk bond mar- 
ket but the ruthlcssness of 
managers such as Mr Johnson. 
Mr Jim Grant, who is a leading 
critic of leveraged buy-outs, 
said last week: “I am incredu- 
lous at what teems to be the 
loss of goodwill and civility. 
One class of security holder is 


being stolen from by another, 
virtually.** 

Bondholders have little pro- 
tection from event risk. Their 
main defence lies in the cove- 
nants or indentures attached 
to each bond issue, which 
might, for example, require the 
issuer to maintain a certain 
debt/equity ratio. 

Last week, furious bondhold- 
ers were saying that lawyers 
would have to write a new type 
of "poison put** indenture, 
which would allow bondhold- 
ers to redeem at par in the 
event of the takeover. Current 
poison puts, as Mr Taylor 
points out, "are somewhat 
worthless to bondholders 
because indentures often 
exclude a board-of-director-ap- 
proved change of control.” 

Mr Morey McDaniel, a law- 
yer who has written at length 
about bondholder rights, 

dOUbtS this SCUt Of Hwlraring 

vrill work. 

"Indentures put the burden 
on bondholders to imagine 
every conceivable way man- 
agement can take advantage of 


them,” he says. 

He believes that bondhold- 
ers. no less ft"” stockholders, 
should be the fiduciary respon- 
sibility erf boards cf directors. 

In practice, the only safety is 
in flight. Last week, bondhold- 
ers were running out of US 
investment grade industrial 
bonds into utilities, sov e re ign s, 
Canadians, even jimk - any- 
thing that is not likely to be 
LBO-ed. This caused a 
rise in the relative yields of 
investment grade bonds. 

Mr Michael Mnb»n l the junk 
bond hanker who popularised 
the leveraged takeover and 
buy-out, used to wam people 
against investment-grade 
bands. They have nowhere to 
go but down, he used to say. 
The RJR Nabisco proposal 
shows bis pr ophecy is self-ful- 
filling: Investment-grade bonds 
are a dying species. Junk 
bonds, the grey squirrels of the 
fixed-income markets, are kflt- 
ing them 

James Buchan 


US MONEY MARKET RATES (%) 


MFMttatUyzNfMt) 

Hnr-amtkTiwwTbuiiL--.... 

Sb-omft faawr Nth _. — — 

taMimbrtaCDi 

XMirCaiBanMPw.. 

9M^Con«n»rcW Paper. _ 


Lm 

FrM« 

iMk 

m 

4i*t 

400- 

Uftma 

»Sh 

12-MMfe 

lw 

825 

aoG 

817 

827 

527 

7.44 

7J2 

743 

755 

514 

759 

740 

7.39 

SM 

574 

B.48 

8X5 

817 

>51 

677 

aio 

at* 

802 

a» 

657 

US 

84b 

824 

&40 

655 


US BOND PRICES AMD YIELDS f%) 


ag 1 

rOfarrmaqr. 


Lb 

Fit 

am* 

TkM 

1 Mft 

m 

tit 

404 

41 


870 

8 U 

886 

mb. 

■fa 

889 

889 

408 

1021b 

of> 

891 

890 

957 


Money supply: In Km mak mM October 10 Ml raw S3L2tm to S78*5bo 


MW TOKYO BOHP IMPKX 

- fWHIUlKEMKX 

■im-lM *ST CM Bets 


Mwrictfjf Ifans — 

tu*. ■>— W8H - 

MBMm 

CnratM- 

YaW f rt MM 

Mu H Pffi 

1 CHHMd *t mu 


J47JA XMJW MM 

147.03 M59S 

MB 22 W725 14729 

139.10 137 72 U7.94 

MB 44 Mb M2* 

M&S2 HUB nan 


Sons ftqamrm WiiiiHi Vrthw 


These seamiies have been sold otaside the JJrdutdStaKsaf America and Japan. This announcement 
■ appears as a maaer of record only. 
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BRIDGESTONE CORPORATION 

U.S.$300,000,000 
4 % per cent. Bonds 1992 

with 

Warrants 

to subscribe for shares of common stock of Bridgestone Corporation 


Issue Price 100 per cent. 


Nomura International Limited Merrill Lynch International & Co. 

Arab Banking Corporation (ABC) ANZ McCanghan 

Capmu Mvfttb Grmp 

Banque Bruxelles Lambert S.A. Banque Paribas Capital Markets Limited 

Barclays de Zoete Wedd Limited Baring Brothers & Co., Limited 

James Capri & Co. Citicorp Investment Bank Limited 

Daiwa Europe Limited Deutsche Bank Capital Markets Limited 

DKB International Limited . Robert Fleming & Co. Limited 

Fuji International Finance Limited Goldman Sachs International limited 

Kidder, Peabody International Limited Ktemwort Benson Limited 

Kuwait Foreign 'LraSng Contracting & Investment Co. Kuwait International Investment Co. s^k. 

I S .A.X J 


Mitsui Finance International Lh nit e d 

The NIkko Securities Co-, (Europe) Ltd. 

Shearson Lehman Hutton International 

Sumitomo Finance International 

Union Bank of Switzerland (Securities) limited 


Morgan Grenfell Securities Limited 
J. Henry Schroder Wagg & Co. Limited 

Sori£t£ G£n£rale 
Swiss Vo&sbank 
S. G. Warburg Securities 


Yamaictal International (Europe) limited 
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Full Panel, sits in 
judgement on Bid 
for Gold Fields 


A large company which thinks like a small one 

Nikki Tait examines if recent developments at Hillsdown signal a change in corporate philosophy 


S?5* ivT|' 


By Clare Pearson 

THE TAKEOVER PANEL- wiii 
dxsca88 la fun [session this 
afternoon, and is-expected to 
let both sides know by tonight, 
whether to call a' temporary 
baltto Minorca’s £24l» needle 
bid for Consolidated' Gold 
Helds. 

It mold be a highly 
step for the foil Panel to-over- 
nde an earlier Judgement of its 
executive, which Lad reacted 
putting the bid on bold. 

But Gold Fields is hoping to 
persuade it that the appoint- 
ment of Department of Trade 


.and Industry Inspectors to 
investigate allegations of 
insider .dealing in ifcs shores 
before the bid's Mn^mnna mw il 
means there is suffictarit evi- 
dence of criminal, activity; to 
justify; casing a halt. 

■ Meanwhile, Lord Yoooa the 

Secretary for Trade andfodos^ 
try; is also expected to make 
ah announcement, prior to the 
bid's first close tomorrow -after* 
noon, an whether it should be 
referred to the Monopolies and 
Mszgeri 


Thomas Robinson 


pays £S 

By Bona Thompson 


THOMAS ROBINSON Group, 

fln> rniriuporiug mird-comdom- 
erat^ tas bought Dom Hold- 
ings, a ma nnfe ct u r a r and dis- 
tributor .of fixing and fastening 
products used in the tarihting 
industry, for £6m in cash from 
Wlckes, the homo improve- 
ment and building; products 

retailer. 

Mr Henry Sweetbaum, chair- 
man and . chief executive of 
Wicfces, said Doan was the sec- 
ond Hunter company Wlckes 


bad sold this week. "Both 
Keith Yoox« Insulation, sold to 
PUkingtous -last Monday, and 
Dom ware .earmarked for dis- 
posal because they did not 
form part- of our -core activi- 
ties." Together these 
wm reduce Winkes* borrowing!? 
by SHAm. 

The net book value of Dean is 
approximately 84.4m. For the 
niru* mnnthn to December, 1987 
Dom reported a £L09m pretax 
loss on turnover of £13J3m. 


H arry solomon, 

chairman of the food, 
furniture and pr o per ty 
group Hillsdown Holdings, telh 
a good story about a rival who 
casually inquired about the 
group's, strategic planning 
co mm i ttee . 

Mr Sofoman had a problem. 
IfiDsdown does not have a stra- 
tegic planning committee. And 
it certainly does not have a set 
of two-year, five-year and sev- 
en-year strategic planning 
committees • which was what 
this, follow corporate boss 
wtwnfld to expect 
' In feet, perched in the com- 
pany's modest North London 
head-quarters above Hamp- 
stead High Street, any prolifer- 
ation of admlnstrative struc- 
tures appears to be the last 
thing in Mr Solomon's m foH . 
"We would like to be seem." he 
suggests, .^as- a large company 
which tbinks'llke a M»«n com- 
pany". 

That, arguably, is precisely 
where the City's problems 
begin. The she c£ the company 
cannot be disputed; in less 
than four years, Hillsdown’s 
market capitalisation has 
mushroomed from the £274m 
at which it was floated on the 
stockmarket In early-1985 to 
over £Llbn. Turnover, which 
was running at under Slim in 
1984, topped £3bn in 1987. 

But this "small company" 

Blfpwmt alap larms n p ni ro lin g 

City doubts which surround 
the group. These can be ration- 
alised into certain specifics - 
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the wfllingueos; to take on 
hefty gearing levels for exam- 
ple, or its penchant for the odd 
deal outside its mainstream 
food activities. 

Such worries have come 
home to roost Despite some 
healthy outperformance of the 

FT-AlI Share since its market 
launch impressive profits 
growth, Hmsdown shares have 
gone precisely nowhere over 
the past ig months. Moreover, 
since Black Monday, they have 
underperformed the food man- 
ufacturing sector, admittedly 
flush with bid candidates, by 
about is per cent. Aa one ana- 
lyst puts it, "In a bearish mar- 
ket, people are looking for 
excuses. If you push the shares 
at a fond manager, than he’s 
got a raft of reasons why not" 

It Is problem which has cer- 
tainly not escaped the com- 
pany. So Is it reacting ? 

From a superficial glance. It 
would be easy to asstune that 
the answer is yes. In August, 
for instance, Hillsdown dis- 
posed of its 73 per cent stake in 
Hunter, a separately quoted 
timber merchant! ng group to 
DIY retailer Wlckes - with the 
retailer making an agreed 
£283m bid for the timber com- 
pany. 

Two weeks ago. It placed a 
29.3 per cent hcJding m Anglo 
United, the opencast coal-min- 
ing group headed by David 
McErlaln, a friend of Hills- 
down’s co-founder, Mr David 
Thompson. The Anglo stake, 
acquired in late-1986, was gen- 


Hillsdown Holdings 


|~ Tr., 



Mar 1985 


erally regarded as one of HOis - 
down’s more maverick moves 
given that coal-mining h fld lit- 
he direct relevence to existing 
Interests, although it *■«»« 
exited with healthy profit. 

There has also been talk of 
floating Rugby Securities, the 
UK property development sub- 
sidiary - an intention which 
Hfllsdown broadly confirms, 
subject to market conditions. 
Another, more distant, idea is 
to conduct a rimiiar operation 
with some of the North Ameri- 
can interests - in particular, 
the Clearwater fish businesses. 

And there have been subtler 
changes. Hillsdown. which has 
always stressed Internal pro- 
motion, has recently made a 
couple of senior appointments 
from outside, for example, and 
publicity about acquisitions 
has alwwl 

The company itself, how- 


ever, appears ambivalent over 
whether this should be read as 
a real change of corporate phi- 
losophy. “We do want a pre- 
ponderance of international 
food companies,” says Mr Solo- 
mon, "but there are also very 
good businesses outside food, 
which we want to develop. We 
seem to have to apologise for 
the other interests, which 
should be a protection rather 

than a rilnHtronfap i * 

He points out that wTfhc pgfr 
Hfllsdown has taken some cash 
out of the Hunter deal - around 
£I45m, which goes a long way 
to reducing gearing from 
almost 100 per cent at the end 
of 1987 to a widely-forecast 50 
per cent by end-1988 - it has 
also 5trn irirad a ewe-flfth stake 
in the retail group. Equally, 
while part of the rationale 
behind any flotation of Rugby 
would be the distancing of a 


cash-absorbant business, Hflls- 
down would envisage retaining 
a minority stake. 

On the other side, the num- 
ber of acquisitions, although 
no longer shouted from the 
roof-tops, has actually been 
foirly well sustained. Some 
twenty (teals, mainly relatively 
small food-related acquistions 
in Europe and North America, 
have been done in the current 
financial year. Moreover, 
moves into Europe are expec- 
ted to continue - not just on 
1992 grounds, but also because 
food companies there are seen 
as far more reasonably priced. 

Analysts, too, doubt whether 
the corporate spots have really 
changed. The pressure to 
reduce gearing, it is suggested, 
explains many of the recent 
developments. Moreover, 
although the proportion of 
profits coming from food activ- 
ities should rise - thereby 
playing down the conglomerate 

Imag ft - an equally im portant 

question is how quickly the 
quality of the food earnings 
themselves will rise. 

In the words of one compa- 
ny-watcher, “One of the funda- 
mental problems is that Hills- 
dbwn bought a large number of 
struggling companies. It’s a 
question of turning them into 
reasonable businesses and 
wpandfng margins.” 

Again, directors recognise 
the question - and for some 
years have stressed the com- 
pany’s intention to steam down 
i-hft “value-added", higher-mar- 


gin food product route, point- 
ing to sums spent on capital 
investment. But, inevitably, 
that is not a change effected 
overnight For the present, 
Hfllsdown is still seen as a tit- 
tle too close for comfort to agri- 
cultural cycles - witness, for 
example, the Impact of recent 
weakness in the domestic poul- 
try market on that division's 
fortunes. 

All these issues, it should be 
stressed, do not imply bottom- 
tine disapointments. Most ana- 
lysts predict £i50m-plus before 
tax in 1988, against £li0m last 
time, and earnings growth 
(despite a rising tax charge) of 
over 20 per cent. Come 1989, 
over £l 80 m is expected - which, 
coupled with the record «in» 
flotation, would leave many 
companies laughing. 

In terms of the share price, 
matters may be more difficult 
When David Thompson placed 
out out half of bis 29.5 per cent 
holding in Hillsdown in April 
1987 and stepped down from 
any executive boardroom role, 
he undertook not to sell any 
more shares until January 
1989. The mere thought justi- 
fied or not of this ongoing 
stake eventually finding its 
way to the market is scarcely 
guaranteed to encourage fixe 
average fond manager. 

In short then, it seems that 
a wary market may take some 
persuading for a while yet. 
Growing-up, after all, is usu- 
ally a long hauL 


Blenheim in German deal I Beradin surges midway I Morgan cmdbie 


IN A move designed to broaden 
its presence on the continent 
Blenheim Exhibitions Group, 
already Europe’s largest trade 
exhibition and trade fair organ- 
is6r, has acquired Beckmann 
of West Germany for a maxi- 
mum of DM 18m (£5.7m). This 
Is USM-quoted Blenheim’s first 
acquisition in Germany and 
glves it representation in the 
three largest economies in 
Western Europe. 

Initial consideration of 
DM 16m is to be satisfied by 
the issue of 874,364 new shares, 
of which 830,373 have been 
placed by Lloyds Merchant 
Bank at 580p per share. There 
is a possible further payment 
of DM 2m cash dependent bn 
Heckmahn’s profit' perfor- 
mance in l9KL „V.:_ . 

» ** Beckmann'S 'trading- record 
; ban Bean uneven. MHwri by tbe 
• two- -or four-yeer cyclical! pat- 


English and 
International 


assets rise 


; Net asset value of English and 
, International Trust increased 
to 30&2p as. at October 5 1968, 
against 270p six months ear- 
ner. 

With gross income up from 
£L38m to £L88m„ a ftert a x rev- 
enue for the half year came to 
£714000. against £596400. Earn- 
ings per 25p share were 388p 
(i8p) and an hiwr im dividend 
of L5p (L25p) is befog paid. 

Kelt/Caiiess 

Kelt Energy has acquired a 
ftnrtber 500800 shares in its tar- 
get, Carless, at lllp each. 

It is now the be n efi c i a l 
owner at lO^fcn shares, or 5E2 
per cent 

Crown Comms offer 

Crown Communications is not 
proceeding with its recom- 
mended £5. an offer for Radio 
Mercury, independent local 
radio station, following the 
ISA’S refusal to grant permis- 
sion for its acquisition of 100 
per cent of Mercury. 

Kenyon rights 

Kenyan Securities rights issue 
has been tsinm np In respect of 
33m shares (83.7 per cent). 


Bmca Nadonak - 
dcO'AgdcobniaSfA. 

(l am iwr wto f aril* Bn tittd tudrilOp m 
&r Republic of 
London Bunch 
(a licensed depastif-taJcetj 

' USS UWVKKMJOO , 

Boating Rate Depoettuy 
Receipt* doe 1992 

fejucd by Bankers Trustee 
Company Limited evidencing 
entitlement to payment of 
principal and interest on deposits 
witfi Banca Nuioaale 

detfAgricolturtS-pj^ - 

Notice is hereby given that 
. the Rate of Interest has been 
feted at 8M75% for the in- 
terest period 2 1st October 
1903 to 21st ApriL 1989. , 

The Interest amount payable 
cm 21st April 1909 will be 
USS-U92D1 in respect of 
each receipt 


CwdinlepeOI 

BeakofCnuKK* 


tern of the major events it han- 
dles. 

Its results (adjusted to con- 
form with Blenheim's account- 
ing policies) show pre-tax 
losses of DM 1.17m on turn- 
over of DM 10.3m in 1987 com- 
pared with profits of DM L28m 
on turnover of DM lft63m the 
year before. Hhmhehn reckons 
that Heckmann's results for 
the year to September 30 were 
close to break-even. 

The German purchase fol- 
lows recent acquisitions in 
Fiance and Belgium, and Mr 
' Neville Bach, Bfenhehn chair- 
man, said that it represented a 
rare opportunity to miter the 
important German market, 
most of which was dominated 
by exhibition venues. Heck- 
roann brought an established 
portfolio Of events afid -woGld 
provide a platform for forther 
growth within West Germany, 
be said. 


BICC offshoot 
in £7m deal 
to consolidate 

BICC’s Australasian 
subsidiary. Metal Manufac- 
tures, has offered to take full 
ownership of Associated Brit- 
ish Gables. 

MM’S £7m cash or share 
exchange offer for the out- 
standing 26 per cent values the 
whoteaf ABCat about NZSS6m 
(£26m). 

- Tbe move represents a con- 
solidation of its cables 
operations, following its acqui- 
sitions in the past year of the 
minority interests in Gable 
Makers Australia and Austra- 
lia Standard O aM w. 


BERADIN Holdings, 
plantations and investment 
company, lifted its pre-tax 
profit from £87,000 to £254,000 
in the first half of 198& 
Turnover advanced from 
£328400 to £475,000 and there 
was a gain on exchange rates 
of £12400 (loss £10400). Earn- 
ings came through at (LB7p 

(Q.29p). 


Crops for oil palm fresh fruit 
bunches and rubber were 
ahead of estimates. Palm oil 
price was at a reasonable level 
and rubber showed strong 
progress, but had fallen back 
recently. 

Cocoa had proved disap- 
pointing, and the area was 
being replaced with oil palms. 


Morgan Crucible is selling to 
Monostep and Balfour Beatty 
the freehold property at North- 
fields, Wandsworth, London, 
occupied by Morgan’s wholly 
owned subsidiary, Morganite 
Special Carbons. The price is 
£llm, of which £l.llm was 
paid as a deposit on September 
28, with the remainder payable 
on completion on August 1 
1989. 


SCOTLAND 


The Amanda! Times proposes to publish a Survey on the above on 
FRIDAY 9TH DECEMBER 1988 

For a full editorial synopsis and advertisement details, please contact: 

KENNETH SWAN 

on 031-220-1199 
or write to him at: 


37, George Street, 
Edinburgh EH2 ZHN 
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EYOBI LIMITED 


& 


October 24, 1988 


Hiroshima, Japan 


DM100,000,000 3% Bearer Bonds of 1988/1995 with Warrants attached 

to subscribe for shares of Common Stock of 
RYOBI LIMITED 
Hiroshima, Japan 

unconditionally and irrevocably guaranteed by 
The Mitsubishi Bank, Limited 
Tokyo, Japan 


Offering Price: 100% 


DG BANK 

Deutsche Genossenach a ft sb ank 


YSamaichi Inte rna tional 
(Deutschland) GmbH 


Nomura Europe GmbH 


BankofTbkyo (Deutschland) 

Akfenoesafechaft 

Mitsubishi Bank 
(Deutschland) GmbH 

Sheerson Lehman Hutton AG. 

Banfchftua 


Agent B»k 
Itth October; 1938 


Banque Paribas Capital 
Markets GmbH 

Morgen Stanley GmbH 


Sumitomo Bank 
(Deutschland) GmbH 

Vfestdeutsche Landesbank 
Girozontrale 


BHF-BANK 


Sanyo International Limited 


Toyo Securities Co^ Ltd. 


,u» ^ 
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tTHaK 


This advertisement is issued in compliance with the requirements of the Council of The Stock 
Exchange and does not constitute an invitation to any person to subscribe for or purchase 
shares. 

Application has been made to the Council of The Stock Exchange for the grant of permission 
to deal in the whole of the issued and to be issued ordinary share capital of Chieftain Croup pic 
in the Unlisted Securities Market. Dealing in the shares of Chieftain Croup pic is expected to 
commence on 27lh October 1988. It is emphasised that no application has been made for 
these securities to be admitted to listing. 



CHIEFTAIN 


CHIEFTAIN GROUP pic 

(incorporated in England under the Companies Actl 948 lo 1 976 wiih registered number 1455T49) 

Placing by 

Hoare Govett Corporate Finance Limited 

of 3,000,000 ordinary shares of 5p each at 92p per share 


Authorised 

£600,000 


Share Capital 

in Ordinary Shares of Sp each 


Issued and to be 
issued fully paid 
£413,200 


The Chieftain Group is a leading supplier of specialist insulation and fireproofing services 
principally to the building, power, chemical, oil, steel, pharmaceutical, food and drink 
industries. It is also a leading supplier of these services and other specialist outfitting services to 
the offshore oil and gas and marine industries. 

The second distributor is Panmure Gordon & Co. Limited, whtcnwiU place not less than 25 per 
cent of the shares now being placed. 

Full particulars of the Company are contained in new issue cards circulated by Exid Unlisted 
Securities Market Service and copies of such particulars dated 1 9th October 7968 may be 
obtained during normal business hours, up to and including 3rd November 1968 from: 


Panmure Gordon 
&Co. Limited 

9 Mocrfields 
K.’ghwaik 
London 
EC2Y9DS 


Chieftain Group pic 
Chieftain House 
Arrow Close 
Kiitingworib 
Newcastle upon Tyne 
NE120QN 


Hoare Govett Corporate 
Finance Limited 
4 Broad gate 
London 
EC2M7LE 


tnd during normal business hours on 25th and 26th October 1 988 from: 

The Company Announcements Office 
The Stock Exchange 46 Finsburv Square London EC2A 1 DO 

24th October 1988 
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Dalgety’s £10m for Hunters 


APPLETREE Holdings lias 
succeeded in selling Hunters 
Foods, its Corby-based snack 
foods division. The purchaser 
is Dalgety. which will pay 
£l0m cash and assume external 
borrowings of £5J9m. 

At the beginning of last 
month Appletree announced 
that it was seeking a buyer for 
Hunters, with which it merged 
in April 1967. The company 
said in spite of a recent 
improvement hi trading perfor- 
mance Hunters was expected 


to incur a loss for the year to 
October 20 1968. 

For its part Dalgety decided 
on the purchase in preference 
to rebuilding ifia Golden Won- 
der Corby factory, which was 
destroyed by fire on September 
26. It adds 5 per caul of the UK 
crisp market to the 15 per cent 
already held by Golden Wan- 
der. wwfi wmMm it to ma i nta in 
supplies in a fiercely competi- 
tive *n»rfclHL 

“We could not expect oar 
customers to watt more than a 
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year far the new factory to be 

h nili ", Thto rty SSUL 

Mr Dart? J o j nw o n , dndu t ian 
ctf Appletree, sadd Hunters bad 
significant potential but be felt 
the financial l eao w ces needed 
would be better directed to the 
group’s other divides*. tiw KB- 
dare Group and Appletree 
Fresh Produce. 

Following the caxbakii of 
negotiations thaw axe board 
changs at Appletree Mr John- 
son relinquishes the chair to 
devote more time to his pet- 
subiI interests; he lgnatm <a 
the board and takes over as 
deputy chairman from Mr 
Roger Wreford. who will also 
stay as a d ir ector. Ur Manrire 
Webb has been a ppo int ed 
chairman and chief exec ut ive. 

The deal Is subject to the 
consent of Appletree share* 

hnk 5 «s. hnfr h rim wt account 

ing tor KL7 per cent of the capi- 
tal win vote in favour. 
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Full power, flaps down , second 

engine monitoring states... 


ALL SYSTEMS ARE GO 


j -r* 3 , 
‘ i ' ,v 

!*i 


Maximum fuel economy, optimum engine 
performance— both are crucial to the safe and 
efficient operation of the Boeing 747. 

To meet these objectives Lucas has developed 
an advanced electronic fuel control system. 
The design and production of this sophisticated 
electronic system demonstrates how Lucas 


Through vigorous restructuring, astute acqui- 
sitions and the disposal of uncompetitive or 
peripheral business units Lucas has successfully 


Lucas 


repositioned itself to meet the challenges of 
the 1990’s and beyond. 

Lucas is now a leaner, better balanced and 
profitable company. 

A broad based international company and a 
leading supplier of higher added \ 

value systems and components \ \ \ 
to aerospace, automotive and \ \ \ \ \ 
industrial markets. N. 

A company that is on the 
flight path to further success^ ~~~ 


toy. 


Aerospace, Automotive, Industrial Systems and Components. 
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CURRENCIES. MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 


FT-ACTU ARIES 




A time of uncertainty for sterling 




by Jonas Cropland 


STERLING SENTIMENT has, 
predictably, been coloured by 
reaction to the Mansion House 
speech by Mr Nigel Lawson, 
the UK Chancellor, last 
week. The pound's immediate 
direction is far from clear, 
because despite tbe Chancel- 
lor's earlier calls for patience - 
allowing time for the current 
tight monetary policy to Seed 
through to the economy - cur- 
rency markets are inclined to 
take the short-term view. 

Consequently, the start of 
trading this morning is likely 
to see investors taking a cau- 
tious approach, especially in 
the light of Friday’s sharp fall. 
Many dealers expressed sur- 
prise at the size of the pound's 
dec line, a move which under- 
lined the folly of regarding 
sterling as a one-way bet. 

The shake-out in sterling 
had its basis not in what tbe 
Chancellor said in his Mansion 
House speech, but in what he 
left out; leaving the market to 
make up its own mind, and to 
draw its own conclusions 
about precise government 
intentions, is rarely a recipe 
for stable trading conditions. 
The tickle nature of the market 
adds its own contradiction 
■high interest rates will con- 
tinue to underpine sterling, as 
long as the pound stays firm. 

Sterling's position takes on a 
greater mood of uncertainty as 
the market prepares itself for 
the release on Thursday of UK 
trade figures for September. 
Recent economic data, which 
includes MO money supply and 
retail sales, have been dis- 
torted by the effects of the 
postal strike last month, and 
there is concern that the cur- 
rent account data could suffer 
in the same way. 

While the bulk of imports 
are registered electronically, 
about one third of export 
returns reach the Department 
cf Trade through the 
mail. Forecasters suggest that 
this could limit the improve- 
ment over a £lJ31bn current 
account deficit in August, and 
Nomura Research Institute is 
actually looking far a £L3bn 
shortfall. Together with the 
Chancellor's own warning that 
the current account is unlikely 
to improve significantly before 
1990, this clearly outlines the 
risks facing sterling. 

One aspect of Government 
policy in the Chancellor's 
speech, which brought some- 
thing of a smile from most 
traders, was the emphasis 
placed on the healthy state of 
public sector finances. The 
strength of the economy 
and.consequently,the buoyant 
tax revenues have placed the 
authorities in the novel posi- 
tion of being able to reduce 
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public sector debt. Mr Lawson 
stressed that the impact of this 
surplus in funds will be fully 
neutralised, which means that 
instead of issuing gilt edged 
stock, the Bank of England will 
buy it back. 

With the issuance of further 
paper in the immediate future 
much less likely, a number of 
interesting possibilities arise. 
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Storm clouds gather 
over the EMS 


THE CONTINUED decline in 
the value of the French franc is 
clearly becoming something of 
a worry to investors and the 
French authorities alike. The 
mood of the market sug- 
gestsjxowever.that talk of a re- 
alignment of Ecu parities may 
be a little premature. 

A quarter point increase last 
week in the four-week sale and 
repurchase rate to 7.25 p.c., 
may well mark the start of a 
progressive increase in French 
Interest rates. 

In relation to supportive 
means at its disposal, the Bank 
of France has so £ar elected to 
play a tight handJtegular 
assumptions that the authori- 
ties would defend the FFr£4100 
level against the D-Mark have 
been proved wrong, and the 
same applied to FFr3.4150. Bid 
with the D-Mark now knocking 
on the door at FFr3.42, the 
Bank is running out of levels 
to defend. 

However, previous bouts of 
pressure on the franc have 
shown that the authorities are 
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not averse to pushing interest 
rates to an extremely high 
level, in order to stave off a 
speculative run on the franc. 

Nevertheless, supportive 
measures appear to be a little 
thfn on the g r oun d. September 
trade figures are due for 
release on Thursday, and most 
analysts are looking for some 
pick-up from a disappointing 
FFr9tm shortfall in August 

Elsewhere, a recovery by the 
dollar would certainly h el p to 
ease the pressure, bid on this 
point, most traders remain pes- 
simistic with the US unit 
touching a four-month low 
against the D-Mark on Friday. 
A strang e r dollar would help to 
depress the D-Mark, since 
ftmds tend to move in and out 
of the D-Mark to a greater 
extent than with other EMS 
currencies. 


L- Alexanders Laing & Creak- 
shank, a London discount 
house, points out: The stock of 
deliverable gilts to service the 
Liffe long gUt futures contract 
has declined by 35 p.c. in tbe 
last year. In the absence of any 
further issues, the number of 
deliverable gilts will be 
reduced to just five over the 
next two years. 

Potentially, all this augurs 


well for the Liffe medium gilt 
future, which since its launch 
in January has suffered a 
steady decline in trading vol- 
ume. 

While the pound hesitates in 
currency markets, the dollar 
continues to lose confidence. 
Only the possibility of central 
bank intervention has 
restricted the fall. 
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FT LONDON INTERBANK FIXING 


ALLIANCE LEICESTER 


Alliance & Leicester Bunding Society 

£300,000,000 
Floating Rate Notes 1994 

Notice B hereby given that the Notes will bear interest at 12.1425% 
per annum for the interest period 21st October. 1988 to 
23rd January. 1989. 

Interest payable on the relevant interest payment date. 

23rd January. 1989 win amount to £356,36 per £5.000 Note 
and £3.127. 1 1 per £100.000 Note. 

Agent Bank: 

Morgan Guaranty Trust Co m p a ny of New York 
Loudon 
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£75,000,000 

Subordinated Roa&ig Rate Notes 2000 

Holders of Floating Rate Notes of the above issue are 
hereby notified that for the interest period from 21st 
October, 1988 to 23rd January, 1989 the following 
information wilt apply: 

1. Rate of Interest: I2 3 4e% per aranim. 

2. Interest Amount payable on Interest 

Payment Date: £166.93 

Per £ 5,000 nominal or . 

£1^69.35 

_ , „ Per £50,000 nominal 

3. Interest Payment 

Date: 23rd. January, 1989 ■ 

Agent Bank 

Bank of America International Limited 
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The battle 
for some 
mental 
shelf-space 

T he last few weeks ha 
reinforced one of t 
simple truths of ba 


T he last few weeks have 
reinforced one of the 
simple truths of busi- 
ness: there are few more cer- 
tain ways of making profits 
titan the effective exploitation 
of a monopoly. This is true 
whether the monopoly is per- 
fect or imperfect; regulated or 
unregulated; government-cre- 
ated or the result of unremit- 
ting hard work. 

British Gas's profits from its 
dominance of the market for 
industrial purchases of natu- 
ral gas are the most spectacu- 
lar recent example of this 
truth; so is the £2.7bn value 
set on Ra cal's three-year-old 
cellular radio business. 

Bet there is also monopoly 
power at work in areas that 
will never attract the dignity 
of government regulation, or 
the scrutiny of the Monopolies 
and Mergers Commlslon, 
because they represent no 
form of conspiracy against the 
public. Two Striking instances 
both relate, in a sense, to intel- 
lectual property: the monopoly 
of a computer supplier over its 
committed customers; and the 
monopoly of “mental shelf- 
space" that a long-established, 
heavily advertised supplier of 
any commodity achieves. 

Once a computer company 
has attracted a loyal base of 
customers, it has a lock on 
them that only incompetence 
or a complete technological 
revolution can disturb. Proof 
of this axiom is the astonish- 
ingly long survival of the 
remaining “seven dwarfs”, the 
mainframe computer compa- 
nies hopelessly overshadowed 
by IBM. Unisys (formed by 
merging two of the dwarfs. 
Sperry and Burroughs) and 
Bull (which now runs the 
worldwide Honeywell com- 
puter business) have both 
demonstrated the returns to be 
made in this way. Similarly, 
though Lotus has s uff ere d end- 
less delays in updating its 
1-2-3 spreadsheet program, the 
current version, badly outper- 
fomed by its competitors, con- 
tinues to dominate the best- 
selling software lists. 


The rising value 
of brands 
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B y late afternoon on 
August 25 this year 
the crowds had 
already began to 
gather on the open ground to 
the west of Rangoon's magnifi- 
cent Shwedagon Pagoda of 
which Somerset Maugham 
wrote, "it rose superb, glisten- 
ing with its gold, like a sudden 
hope in the dark night of the 
soul of which the mystics 
write, glistening against the 
fog -ind smoke of the thriving 
city." 

Many people had brought 
their bedrolls, entire families 
squatted in circles around an 
evening meat all settling for 
an 18-hour. or longer, wait By 
mid-morning the following day 
the crowd had swollen to at 
least 500.000. Some estimated 
that Xm were there. And all 
had come to see and listen to a 
woman of whom they knew lit- 
tle but her name: Aung San 
Suu Kyi. 

People present said the air 
was heady with political excite- 
ment- General Ne Win, who 
had ruled and ruined Burma 
for a quarter of a century, had 
resigned a month before. His 
immediate successor, Sein 
Lwin, had ordered troops to 
open fire on massed demon- 
strators demanding an end to 
the regime and the introduc- 
tion of democracy. Having 
killed hundreds, but without 
managing to halt the protests, 
Sein Lwin also quit- The army 
was largely withdrawn from 
the streets, no fewer than 40 
newspapers had sprung up in a 
matter of days, and there was 
same reason to hope that the 
third president in four weeks. 
Mating Mating, was preparing 
to make significant conces- 
sions. 

One of those 40 newspapers, 
euphorically titled Scoop, had 
published in one of the only 
three issues it was to print a 
photograph of General Anng 
San, as heroic a figure to the 
Burmese as George Washing- 
ton is to Americans. The gen- 
eral was holding in his arms a 
small girl who now, 40 years 
on, was about to make her first 
major political speech to the 
nation which her father had 
led to the brink of indepen- 
dence from Britain. 

*Tm not a public speaker, 
but I was not really nervous," 
she said last week. “I just did 
not have time to be. I was far 
more worried about actually 
getting there because of the 
terrible difficulty in getting 
through the tremendous 
crowds. Just to arrive on the 
platform was the most tremen- 
dous relief. But I can't say I 
would describe it as an enjoy- 
able experience." 

Her emphatic initial message 
of democracy through unity 
and discipline quickly gave 
way to a more personal intro- 
duction. "I would like to 
explain the part I have played 
fn this movement. This is 


THE MONDA Y INTERVIEW 


Inheritance 


by election 


Roger Matthews talks to Aung San Suu Kyi in 
Burma about her political aspirations 
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needed because a fair number 
of people are not very well 
acquainted with my personal 
history. A number of people 
are saying that since 1 have 
spent most of my life abroad 
and am married to a foreigner 1 
could not be familiar with the 
ramifications of this country's 
politics. 

“I wish to speak very frankly 
and openly. It is true 1 have 
lived abroad. It is also true 
that I am married to a for- 
eigner. These facts have never, 


•Personal File 

1945 Bom Rangoon 
I960 Mother appointed 
Ambassador to India 
1967 BA in philosophy, 
politics and economics, SL 
Hugh's College, Oxford 
1969 Assistant Secretary, 
Advisory Committee on 
Administrative and Budgetary 
Questions. UN Secretarial 
1972 Married Dr Michael Arts, 
a British scholar 
1972 Research Officer, 
Ministry of Foreign Affairs, 
Thimphu, Bhutan 
1975 Cataloguer of Burmese 
books and manuscripts. 
Bodleian Library, Oxford 
1965 Visiting Scholar, Kyoto 
University. Japan 
1988 Secretary-General. 
National League for 
Democracy. Burma 


and will never, interfere with 
or lessen my love and devotion 
for my country by any mea- 
sure or degree. 

“People have also been say- 
ing that I know nothing of Bur- 
mese politics. The trouble is I 
know too much. My family 
knows better than any how 
complex and devious Burmese 
politics can be and how much 
my father had to suffer on this 
account He expended much 
physical and mental effort in 
the cause of Burma's politics 
without personal gain. That is 
why my father said that once 
Burma’s independence was 
gained he. would not want to 
take part in the kind of power 


politics that would follow. 

"Since my father had no 
such desire, 1 too have always 
wanted to place myself at a 
distance from this Kind of poli- 
tics. Some might ask why, if I 
wished to stay out of politics, 
should I now be involved in 
this movement The answer is 
that the present crisis is the 
concern of the entire nation. I 
could not, as my father's 
daughter, remain Indifferent to 
all that was going on. This 
national crisis could, in fact.be 
called the second struggle for 
national independence " 

In this neatly rounded per- 
sonal introduction Anng San 
Suu Kyi brought family and 
national histories full circle. 
The torch carried by her father 
before he was assassinated 
with five others in 1947 would 
be picked up again by his 
daughter at a time of scarcely 
lesser national importance. 

This particularly Asian 
sense of family political des- 
tiny and obligation is seen in 
India where son has followed 
mother, in Pakistan where 
daughter seeks to follow 
father, in the Philippines 
where widow followed hus- 
band. and in Singapore where 
son is likely to follow father. 
But in Aung San Suu Kyi's 
case it is an inher itance which 
has been learned as much as 
personally experienced. 

As secretary-general of the 
newly formed National League 
for Democracy, Aung San Suu 
Kyi is at the sharp end of Bur- 
mese politics and. judging from 
her popularity with the crowds 
and the i m press i on she has 
made on Western ambassadors, 
is one of the brighter hopes for 
the country’s post-dictatorship 
era when it eventually dawns, 

"I have long believed that by 
the time one is 15 one’s charac- 
ter is very largely formed and 
when I left here at 15 to go 
with my mother to Delhi, 
where she bad been appoi n ted 
ambassador, I had already put 
down roots. My father’s role 
was something 1 was always 
very conscious of. He loved 


Lotus owes that market 
reprieve partly to its installed 
base of users, partly to the lad 
that it dominates purchasers’ 
“mental shelf-space” in its 
product category. It is a sense 
of the finite nature of that 
commodity that lies behind 
the rising value of brands. 

In the rule of thumb first 
derived from television chan- 
nels, the human mind seems to 
have space to keep only “five, 
plus or minus two” brands - 
soft drinks, fast food chains, 
women’s weekly magazines, 
whatever - In the front row. 
Becognition is vital to market- 
ing success; yet once a few 
leading brands in any category 
are successful, adding another 
to the front row means, in 
effect, spending enough to 
push an existing leader out 

If it Is true, as some of 
McKinsey’s more daring part- 
ners argue, that large compa- 
nies can no longer rely on 
economies of scale or over- 
whelming capital — because 
outside suppliers give the 
smallest firm all the advan- 
tages of scale in manufactur- 
ing and distribution, and the 
flnam»iat markets increasingly 
give start-ups as much access 
to capital as any multina- 
tional’s subsidiary - then 
“mental shelf-space” becomes 
perhaps the most valuable 
zeal-estate any big company 
can own. Hence, in the past 
week, the Philip Morris bid for 
Kraft and the RJR Nabisco 
management team’s confi- 
dence that it can finance the 
world's biggest leveraged buy- 
out by selling off some of its 
portfolio of food brands. 

Possessing a monopoly, par- 
tial or complete, is only part of 
the story. Racal's cellular 
radio license would have been 
worthless if had not been able 
to run the network efficiently. 
Philip Morris's acquisition of 
General Foods’ vast mental 
and actual shelf space has not 
yet produced a gusher of extra 
profitability. Finding an 
underexploited monopoly Is 
not a certain route to profit - 
what you find may not truly 
be underexploited, or it may 
not really be a monopoly. Still, 
If the events of the past week 
are anything to go by, busi- 
nesses may be forgiven for 
devoting more attention to 
dominating the mouse-trap 
industry’s mental shelf-space 
than to Improving the mouse- 
trap itself. 


Silence in and 
out of court 


Peter Martin 


T he Home Secretary’s 
warning that he is cott- 
templating a proposal to 
parliament to chang e the law 
relating to an accused person’s 
right to silence - even if it 
appears to be only a modest 
change to permit adverse com- 
ment to be made at the trial of 
an accused who exercises the 
fundamental right not to 
incriminate himself or herself 
- needs to be judged in con- 
text in the criminal justice sys- 
tem. 

Those who believe that per- 
sons in police custody should 
be protected against self-incri- 
mination have stoutly favoured 
the imposition on the police of 
the duty of invariably caution- 
ing the suspected offender 
before questioning him. Until 
now that view has trium- 
phantly prevailed. Indeed the 
Police and Criminal Evidence 
Act 1984 explicitly tightened up 
the rules of cautioning. A cau- 
tion must be administered as 
soon as a police officer has evi- 
dence which would afford rea- 
sonable grounds for suspecting 
that the person has committed 
an offence. 

The law’s fondness for pro- 
tecting the rights of an accused 

has not escaped the strictures 
of those — not by any means 
confined to the police or other 
law enforcement agents - who 
have regarded the right to 
silence as a positive hinH ranrp 
to successful criminal investi- 
gation. 

The tension manifested in 
tiie rival arguments 1ms two 
principal sources: questioning 
at a police station is not open 
to public scrutiny; and the 
rules that regulate such ques- 
tioning have evolved from 
principles that are not easily 
reconcilable with present-day 
police practice. Much of the 
criticism of police practice has, 
unfortunately for sound 
debate, been ill-informed and 
largely based on a handful of 
anises cel&res which, by defi- 
nition. are exceptional cases. 

Much of the advocacy in the 
past for dismantling or restrict- 
ing the right of silence has 
been undermined by the 
absence of any empirical sup- 
port for the change. Recent 
research studies have, how- 
ever, demonstrated how little 
advantage, in practice. Is taken 
by suspects of their right to 
remain silent and put the pros- 



that right. The assumption is 
currently made that the imper- 
missibility of forensic comment 
on an accused’s silence pre- 
cludes the drawing of an 
adverse inference. 

This approach is insulting to 
the intelligence of jurors. It 
accords little or no recognition 


of the ability of jurors to apply 
their common sense. Silence by 
an accused often speaks vol- 
umes as to complicity in crime, 
even without any comment to 
that effect when the case 
comes to court. 

It hardly seems worthwhile, 
therefore, sacrificing a funda- 
mental principle of criminal 
justice, however infrequently it 
is exercised by accused per- 
sons, for the sake of a sup- 
posed effect arising from 
court-room comment Indeed, if 
it is so fundamental, it is hypo- 
critical of the law to under- 
mine its fundamental nature. 
Rather than achieve the 
change by the backdoor 
method of allowing adverse 
comment, the law should 
examine the basic right of 
silence, both in and out of 
court 

The search for a proper bal- 
ance between the powers of the 
police and the rights of people 
suspected of crime may not be 
confined to what happens in 
the police station. So long as 
there is public unease, justified 
or not about what may occur 
out of public sight, there seems 
little sense in heightening pub- 
lic disquiet which would out- 
weigh any public advantage 
from the change. If the balance 
needs to be redressed in favour 
of securing higher rates of con- 
viction, rather it must be 
sought elsewhere. 

The right of silence accorded 
to the accused in the court- 
zoom, where all the necessary 
procedural safeguards are 
ready to hand in frill of view of 
the public, might provide a 
solution. The rule of English 
law that the prosecution must 
establish its case according to 
a very high standard of proof, 
unassisted by any word fro m 
the accused, remains unique 
among European legal 
systems, ft is the c riminal trial 
rather than the criminal inves- 
tigative process to Which politi- 
cians and legislators should 
look for revision. Therein lies 
the greater potential for public 
acceptability. 
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ecuttan to the proof of its case. 

Nearly half of all suspects at 
police stations make a confes- 
sion and over two thirds give 
information which is positively 
helpful in securing their own 
convictions. A substantial 
minority (almost a fifth of all 
suspects) actively volunteer 
information about offences 
other than those for which 
they have been detained. 

Only about 5 per cent refuse 
to answer any question of sub- 
stance and less than 10 per 
cent refuse to answer some 
questions. Of those who refuse 


Suspects take little 
advantage in 
practice of tbe 
right to 
remain silent 


to talk at all, half are, never- 
theless, prosecuted to convic- 
tion. 

While it is logical to suppose 
that an investigating officer 
would have a better chance of 
uncovering the truth if he was 
not required first to tell the 
suspect that he did not need to 
answer his questions and then 
to devise ways of persuading 
the suspect to answer, the gain 
to successful prosecution of 
offenders is small That is so 
even if the few who may 
escape conviction represent the 
class of sophisticated criminals 
who are acutely aware of their 
rights and exploit them fully to 
escape the clutches of the - law. 

The remedy now being can- 
vassed for dealing with the 
supposed major villains is not 
directly to deny thpm the right 
of silence but to tell jurors in 
as many words that they may 
draw an adverse inference 
from the accused's exercise of 


Bnrna very much. He was a 
very honest man, be had great 
integrity and fartrfligpnce. and 
he loved his people.” 

She dames amMUcn. *T grew 
up with the belief that I had to 
be worthy of ray father. That 
meant not seeking any position 
of power but discharging my 
duties as would be expected cf 
my father’s daughter." It 
wmod to hav e col oured her 
decision toread PPBat QxfeaxL 
“I bate admitting reading ft. I 
would much prefer to have 
read Vttgftsh, Japanese or for- 
estry, but I (fid it because eco- 
nomics seemed to be of most 
use for a de ve top ting country.” 

From then fife became peri- 
patetic, with Oxford and Ran- 
goon acting as the twin Infos. 
A couple of years at the UN 

was followed by marriage to Dr 

xcirimpi Axis whom are had 
met through her long and dose 
association with the Gore- 
Booth famil y. Sr Paul, later 
Lord Gore-Booth, had been 
ambassador to Rangoon, High 
Commissioner to India , and 
acted as guanfian to Anng San 
Suu Kyi when she was at 
Oxford and he was permanent 
under secretary at the Foreign 
Office. 

With her husband, who is 
presently pondoing Ms future 
as Research FeBow in Tibetan 
Studies at Wolfson College. 
Oxford, she lived in Bhutan, 
Scotland and Oxford, gave 
birth to two sods, teamed to 
speak Tibetan, took her 
younger son to live in Kyoto 
where they both teamed Japa- 
nese, met up with her hnsbmid 
a gain in Simla, ft*Ha. and had' 
just started a postgraduate the- 
sis at tbe School of African and 
Oriental Studies in London 
when in April this year her 
mother suffered a serious 
stroke. 

For three months Aung San 
Sou Kyi lived is a Rangoon 
h os pi t a l tending her mother 
while the popular uprising 
against the Ne Wzn regime 
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‘People have been saying that I know nothing of 
Burmese politics. The trouble is I know too much’ 


gathered force. During that 
time her commitment ■ to 
Burma deqened. 

“I don’t find party politics at 
all attractive. I would much 
prefer to be a writer. But once 
I Ttad committed myself then I 
had to accept that I would end 
up in a potincal party. It is not 
what I wanted at all, but there 
c an no t be any half measures.” 

The needs of Burma are 
Twimorwp. Following the mili- 
tary takeover on September 19 
the troops have driven the 
demonstrators off the streets. 
kfflTTig and wounding thou- 
sands. “People are more angry 
frightened.” said Anng 


San Sot Kyi “Bat despite it aH 
I stSI hefteve that we mart try 
for a peaceful and constitu- 
tional chary : 

“We must also try very hard 
to remain united. Of course^ 
some more militant groups 
have gone off to join the rebels 
(fighting for autonomy from 
ftafl gnnn ) and tfwf }s a great' 
pity because, we should not 
attack each other. We all want 
the same tteng But I cannot, I 
wSR not condemn than. I am 
just very sad, very sorry, that 
we cannot protect them.” 


Protecting Aung San Suu 
Kyz is her name and 50-69 


enthusiastic student support- 
ers camping in the grounds of 
her house cm University Ave- 
nue. "The only weapon 1 have 
in the house is my father's 
sword.” she smiled. "He 
believed in the democratic 
and I, too, think I am a 
liberal person. He was part of a 
ooumraxdst cell as a student, 
but as fae matured he became 
much moro liberal. Reme m b er, 
he was oMy 32 when he was 
ktQed and he hod- already 
achieved so mnch and become 
very mature and far-seemp. 1 
wodd Uke to he a practical ide- 
alist, if that is possible: to 
achieve:* 
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LWT (Holdings) pic 

(Parent Company of London Weekend Television Limited) 



CHAIRMAN: CHRISTOPHER BLAND 
Extracts from the Chairman’s Statement for 
the year ended 31 July 1988 


■ Financial Results 

In 1987/88, after two successive record 
years. Group profits before tax, exceptional and 
excraoi dinar/ Items, were virtually unchanged at 
£232 million. 1b a significant extent, this was the 
result of the previous year's growth; London 
Weekend Television’s total industry commitments, 
which are based on the previous year’s advertising 
revenue, increased by a total of £77 million, 
ft was a flat year in firandai terms; however, 
in other respects it was a year of considerable 
achievement and constructive change; in which a 
sound basis has been established for further and 
significant growth in profits. - 


improve our working practices; we wffl be abiero 
compete in the television marketsofr the future. 


■Strategy 

■ Our strategy as a Group is to conc entrate 
on our basic business. Vlfe are decentralising ■ 
managerial and profit responsibility to the "■ 
component parts of our business, whidi areas ' 
follows: 


— transmission of programmes and sale of 
advertising time 


■ Industrial Relations 

in March 1988a programme was presented 
to LWT staff involving a fundamental alteration in 
working practices; ail clauses in national and focal 
agreements which had inhibited our production 
effort over the years were removed. 

The new agreements became operative from 
the beginning of July 

Asaresult, the permanent staff of the 
television company will have been reduced by 
around 300, or 2035, by the end cf this financial- . 
year; the net cost of £65 mii/fan has been provided 
for as an exceptional tern in the 1987/88 accounts. 
We are now operating with conskjaabfyincreased 
efficiency; provided we continue to adapt and . 


~ pfpgramme creation, . 

programme production and faettiries hire 
— international programme sales 7 

LWT International is already a separate 


i The Future 


economfcbadtgrdurrifcagbbd deal more uncertain 

thanayearagp.lMThas^eac^d emonsti ale d its 
ability to. adapt, and s rafHdJyjbecomlng feaner and 
more efficient. J am con^ient that its financial 
strength, pnogr^mlngskllb^rnanj^ef^l : 


the changing environment tijatjies ahead. 


(Hofcfin^plc 





